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KNOWING IN TIME 
PROTECTS YOUR DOLLAR 


MEMO for EXECUTIVES 


Subject: Taxes and Business Regulation 


a 
© What will best protect oon ¥ profits in business — 


A 
knowing | next month, next week, or -— tomorrow about 
a cs 
a TT court decision affecting your | 4 tax deductions for 
e 


trade and business purposes. . . about a proposed ruling 


~ 


that will change. M@MNMME your freight rates and tariffs... 


about a new regulation affecting your *| savertis- 


ing methods or trade practices? 


© Planning in time, acting in time means the dif- 
“S | 


ference between-+-profit and—-loss . . . to plan 


in time, to act in time, you must know in time. 


Find Out In Time. Write On 
Your Business Letterhead: 
To-Day For Details 


Pistitvas. f 1241 24th Street N. W. Washington 7, D. C. 


Overnight Reports on: Taxation, Business Regulation . . . Labor- 


Management Problems .. . Industrial Commodities ... Agricultural 
Commodities . . . Plus the new, enlarged Labor Relations Reporter 
-. + » Collective Bargaining Negotiations and Contracts .. . Labor 
Supervision . . . The Employment Reporter .. . The United States 
Law Week ... The United States Patents Quarterly. 
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Britain now has more workers em- 
ployed on production for export than 
before the war. The number of employes 
producing for domestic consumption has 
reached prewar levels, despite continuing 
acute labor shortages in textile, clothing 
and leather industries. Employment in 
the metal trades and chemical industries 
is at an all-time high as a result of the 
export drive. 
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As the result of a newly completed 
arrangement, U. S. businessmen traveling 
in Western Europe now can obtain gaso- 
line for essential motoring. Under the 
agreement made by the State Depart- 
ment with the European Central Inland 
Transport Organization, gasoline is avail- 
able for businessmen who take their own 
cars with them to France, Belgium, Lux- 
emburg, Czechoslovakia and Norway. 
Each motorist is limited to 132 gallons 
for a three-month period. 
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The Iranian Government is consider- 
ing the formation of an_ international 
company to exploit the oil resources of 
the country. The company would be 
composed of representatives of the United 
States, Great Britain, Russia, France and 
the Netherlands. The proposal, designed 
to avoid international controversies over 
Iranian oil, suggests that the company 
should come under the jurisdiction of the 
Economic and Social Council of the 
United Nations. 
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To provide national defense immedi- 
ately, Norway has concluded an agree- 
ment with Great Britain for the purchase 
of army, navy and air force equipment. 
Norway has received 7 destroyers, 2 sub- 
marines, 3 corvettes, 4 minesweepers and 
10 PT boats from the British Navy. Suf- 
ficient aircraft have been purchased for 
five wings of the Norwegian Air Force, 
including three pursuit groups and two 
groups of attack-bombers. 
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The United States and Great Britain 
will continue the exchange of statistical 
and economic information that was begun 
during the war by the Combined Pro- 
duction and Resources Board and the 
Combined Raw Materials Board. Negoti- 
ations for similar arrangements are being 
carried on by Great Britain with France, 
Poland and Czechoslovakia. Exchange of 
economic information on a world-wide 
scale may result. 
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Intensive exploration for new resources 
of oil in Italy will be started shortly by 
American companies if permission of the 
Italian Government can be _ obtained. 
Italy uses approximately 30 million bar- 
rels of oil annually, nearly all of which 
must be imported. Oil experts believe 
that new sources of petroleum may be 
discovered. 


o °o 9 


Brazil may lose a considerable portion 
of her world market for cotton textiles 
as a result of a Government order ban- 
ning exports until domestic needs are 
filled. Argentina, the principal purchaser 
of Brazilian cotton products, is now sign- 
ing purchase agreements with European 
textile makers. Brazilian exporters fear 
the markets in South Africa, China and 
Ireland may be lost similarly. 
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Australia is replacing the United States 
as the principal source of eggs for the 
United Kingdom. Australia this year will 
ship 30 million dozen eggs and 10,000 tons 
of egg pulp to the British Isles. The previ- 
ous record for Australian egg exports was 
12 million dozen a year. The British con- 
tract for imports of powdered eggs from 
U.S. was canceled to save approximately 
100 million a year in dollar exchange. 
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Hungary, formerly one of the foremost 
grain producers in Europe, will abandon 
wheat growing for large-scale export. 
Hungarian land reform has divided large 
estates among 400,000 new owners, giv- 
ing them holdings between 7 and 13 
acres and making wheat production un- 
profitable. The decision means that the 
European market will be dependent upon 
Russia and overseas producers. 
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Belgium is planning a comprehensive 
reorganization of its national economy. 
Representatives of employer and labor 
organizations have been asked by the 
Government to assist in setting up a 
National Economic Council. The Cham- 
ber of Commerce as well as professional 
and trade organizations are to be reor- 


ganized in the process. 
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Russian films are being shown to civil- 
ians in the U.S. zone of Germany. A 
film exchange service, worked out by 
occupation authorities, makes U.S. and 
Russian films available to German movie 
houses in each zone. 
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For men and women, here’s a smarter, 
cleaner way to smoke. In the Kirsten 
Cigarette Holder harmful tars and nico- 
tine are removed from smoke by con- 
densation and deposited on the inside 
wall of the radiator from which they 
can be easily cleaned with the built- 

in ramrod, Thére’s a quick-acting 
cigarette stub ejector too! 


Kirsten Pipe Co., Dept. 356, Seattle 
Kirsten Pipe ttd., Vancouver, Canada 








2 sizes 
long or short 


$250 
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If you had been near Bikini atoll in the far Pacific on July 1, 1946, 
you would have seen a gigantic column of mushroom-shaped cloud 
rising 18,000 feet into the skies immediately after the fourth atom 
bomb in history was dropped from a B-29. The historic picture on 
our cover—the first in color of the atom bomb explosion over Bikini— 
| came from Joint Army-Navy Task Force 1, whose photographers made 
a magnificent record on film of the epoch-making event. Inside the 

magazine, we give you a Photo Report showing how the photographers 
| took pictures of the bomb test for its pictorial and scientific value. 
: x a a 

Frank Hewlett is on the trail of some interesting and important stories 
in Southeast Asia. From Manila, where he covered the birth of the 
new Philippine Republic, he flew to Bangkok and Singapore and now 
is heading for Java to look into the troubled situation in the Nether- 
lands East Indies. 

Hewlett is covering an area he knows well from previous experience 
in the Pacific as a correspondent for the United Press. After working 
in Hawaii and Japan, Hewlett went to the Philippines and was in 
Manila when the Japanese invaded Luzon. From General of the Army 
MacArthur’s headquarters on Bataan and Corregidor, he wrote some 
of the outstanding dispatches of the Pacific war before taking advan- 
tage of an opportunity to escape by boat just before the surrender. 

Through the rest of the war in the Pacific, Hewlett covered Mount- 
batten’s forces in India and MacArthur’s in the Southwest Pacific. 
When the first American troops smashed into Manila, Hewlett went 
with them in a tank and had the unusual and heart-lifting experience 
of rescuing Mrs. Hewlett from Santo Tomas, where she had been 
interned by the Japanese. 
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| John W. Mowinckel is on his way to take charge of our office in 
Rome. From the capital of the new Italian Republic, Mowinckel will 

travel through the Mediterranean and Balkan areas to cover the sig- 

nificant economic, political and financial developments in that inter- 

esting part of the world. 

Mowinckel was educated in Italy, France, Germany, Austria and 
Switzerland before he returned to the U.S. to enter Princeton. On his 
graduation in 1943, he joined the Marines, received his commission after 
“boot” training, and was assigned to the Office of Strategic Services. 

He took part in the campaigns in Normandy, Northern France, 
Rhineland and Central Europe and won the Silver Star, Bronze Star 
and French Croix de Guerre. Although he already spoke six languages, 
he was studying Russian in Charlottesville, Va., when he joined 
World Report last April. Since then, he has been studying Mediter- 
ranean and Balkan problems in preparation for his new assignment. 
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Prospect of peace in China is blacker than any time since V-J Day. 
U.S. is being forced to taper off its efforts to unify China; is 
to revise its idea that China's internal division can be healed. 
That, at least, is the present outlook. It can be a turn of great 
importance, of fully as much importance as what is going on in Europe. 
U.S. policy assumed that Chiang Kai-shek, needing dollar loans, 
arms and transport, would respond to General Marshall as a mediator 
and eventually come to terms with Chinese Communists. 
That sounded fine. Difficulty is that the policy isn't working. 
General Marshall is credited with making an extraordinary effort 
against overwhelming odds, with saving many lives by his "truces,” but 
events rapidly are getting beyond mediation, are nearly out of hand. 
China again is edging into civil war; is more divided than ever. 
In specific terms, the situation in China looks this way..... 
Chiang Kai-shek, on his side, feels capable of driving Communist 
troops away from all railway lines and out of all strategic centers. 
Chinese Communists, on their side, are playing on peasant demands 
for reform in China's land-rent and tax policies; have ample strength 
to retire in orderly fashion to remote areas and there to regroup. 
Temptation for Chiang to boost his bargaining power by use of 
force seems too great for him to resist; seems to be tipping the scales. 





























Behind all the maneuvering are these basic factorsSeeeee 

Power balance in Far East is upset by the destruction of Japan. 

Russia is pushing out to fill the vacuum left by Japan's defeat. 

Chaos in China would give Russia a chance to do what Japan tried. 

U.S. got into war over the issue of free China, lost 300,000 lives 
and spent 275 billion dollars before final victory was achieved. 

Freedom of China inevitably continues to be a vital U.S. interest. 

















In the Middle East the main points are Palestine and Iran..... 

Increasing violence in Palestine is certain to stiffen British 
opinion in all ranks; in fact to make it easier for the Labor Cabinet 
to maintain and enforce even more rigorous military discipline. 

U.S. mission, now in London, is to have its task made harder by 
each act of terrorism; is less able to plead that additional troops are 
unnecessary to safeguard entry of 100,000 more Jewish refugees. 








Britain is uneasy over the little-noticed strike of 50,000 oil 
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workers in Southern Iran; ending of walkout is only a temporary lull. 
Premier Ghavam has been asked officially by Britain to check 
organized agitation against the Anglo-Iranian Oil Company, in which 
the British Government holds operating control. 
Britain fears Russian backing of trade-union movement is part of 
a carefully organized plan to gain control of all of Iran. 
Approaching elections are to show pro-Russian strength in Iran. 











Inside the Western Hemisphere there is rapid-fire actioONneecee. 

Revolution in Bolivia, ina broad sense, is a setback for Peron. 

President Peron of Argentina prided himself on having admiring 
friends among Bolivia's rulers, welcomed their ties with Buenos Aires. 

Stern dictatorship, overthrown in Bolivia, lasted for 30 months 
and harbored some pro-Axis sympathizers, bitterly hostile to U.S. 

Violence of overturn, including public hanging of President, much 
like lynching of Mussolini, can be traced to long pent-up anger over 
official terrorism and widespread suppression of civil liberties. 

New regime in Bolivia is loosely held together by hatred of old 
Government; is yet to show its character with any certainty. 

Point to remember is that Bolivia's nervous reliance on tin, with 
a few rich owners and thousands of poor, illiterate miners, offers a 
very narrow base for stabilizing political conditions. 




















Changes in Paraguay, smaller neighbor of Bolivia and Argentina, 
are only partially inspired by success of the Bolivian revolution. 

Paraguayan agitation is to gain less of a house cleaning than 
the wholesale liquidation in Bolivia of all former leaders. 

Economic weakness of Paraguay, plus geographical disadvantages, 
makes that country consistently subservient to Argentina's wishes. 











British negotiators, now in Argentina, are having rough sledding 
in their dealings with President Peron and his economic chiefs. 

Peron is determined to get a higher price for Argentine meats. 

In the end, Britain is to pay Argentina more for what she sells 
in order to be assured of continuing markets for British exports. 











In the field of European peacemaking..... 

schedule in Paris for the 2l-nation conference has important 
questions apart from the terms already settled by Britain, U.S., 
Russia and France for the five satellites of Germany. 

U.5. is determined, for example, to press for the freedom of air 
travel to be granted over Hungary, Bulgaria, Romania and Finland. 

Latin-American countries are to insist upon generous treatment 
of thousands of Italian nationals stranded in Allied nations. 

Machinery is lacking to adjust disputes which may arise later 
from conditions of the peace treaties; arbitration by the World Court 
now is regarded as a likely solution of this. You get a balance sheet 
of the peace terms thus far on page 7. 
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MONEY REVALUATIONS DELAYED 
UNTIL INTERNATIONAL FUND ACTS 


Trend is toward currency stability. 
Disquiet over upward adjustments 
by Canada and Sweden is subsiding 


World money authorities are 
calming down from the first surge of un- 
easiness caused by the upward adjust- 
ment of Canadian and Swedish curren- 
cies to meet price rises in the United 
States and elsewhere. 

‘Governments are more inclined 
now to withhold any further changes in 
national currencies until the new Inter- 
national Monetary Fund embarks before 
the end of 1946 upon its co-operative 
task of world currency stabilization. 

Financial experts abroad believe 
it would be a dangerous gamble to alter 
their currency rates when they have no 
way of telling where the American price 
line finally will level off. 

§] Upward revaluation of currencies is 
something new in recent monetary his- 
tory. What it means is that, with the 





—Reuters 


CHANCELLOR HUGH DALTON 
Will not alter status of pound 


~ 


general depletion caused by the war, 
some countries are more concerned now 
about what they can buy abroad than 
what they can sell. When the Canadians, 
for example, could only get 90 U.S. 
cents for each of their dollars, they were 
at a disadvantage shopping in American 
markets. Now that their dollar brings 
a full 100 cents in the United States, they 
have a more equitable chance to fulfill 
their needs at current American prices. 
At the same time, badly needed Cana- 
dian goods were being lost to American 
purchasers, who were offering higher 
prices while the Canadian level was held 
down officially and while the American 
dollars also brought a premium in Canada 
when converted into the local currency. 
But the present shortages will not 
continue forever and before long, without 
some form of international financial col- 
laboration, there probably would be a 
currency depreciation race such as was 
witnessed after World War I. Countries 
with surplus production would lower the 
value of their currencies in order to 
cheapen their goods and thus stimulate 
exports. The previous experience, how- 
ever, showed that matching devaluations 
only served to bring about a general 
decline in international commerce. The 
volume of world trade in 1934 was only 
half of what it had been in 1929. 
{ The present trend is back toward more 
orderly money management. It has been 
obvious since the war that adjustments 
would be necessary early in the postwar 
period. Sponsors of the Monetary Fund 
hoped that no country would act on its 
own, and that a general realignment of 
currency values could be included in the 
initial rate setting that will mark the 
inauguration of the Fund's activities. 
Britain’s Chancellor of the Exchequer, 
Hugh Dalton, has supported that view 
by announcing that his Government will 





not alter the present $4.03 rate for the 
pound without consulting the Fund. 

In addition to the Canadian and 
Swedish moves, there still is some slight 
possibility that the Dutch guilder may be 
revalued upward, but uncertainty re- 
garding other currencies is dying down- 
after the initial reaction to the suspension 
of U.S. price controls. 

Canada restored her dollar to parity 
with the American dollar primarily to pro- 
tect herself against U.S. price changes. 
Integration of her economy with that of 
the United States has made Canada more 
than ever susceptible to U.S. develop- 
ments. Imports from the U.S. now 
amount to a billion dollars annually, 
while exports to the U. S. reach an annual 
figure of 750 million dollars. 

Prestige for her currency in the world’s 
money markets also is a probable goal of 
the Canadian action. Canada had been 
forced to depreciate her dollar in 1939 
under the pressure of devoting all her 
resources to the war effort. Now, relieved 
of those pressures, her financial leaders 
consider that current conditions provide 
the best opportunity the Canadian dollar 
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IMF DIRECTOR CAMILLE GUTT 
Seeks official currency rates 
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GOLD IN THE BALANCE 
The Fund’s assets always will have the same gold value 


is likely to find for a restoration of the 
prewar value. 

Sweden increased the krona rate from 
24 to 28 cents in order to maintain her 
internal controls and avoid the danger 
of too great an outflow of goods to sur- 
rounding countries where high prices 
prevail. Most informed Swedish econ- 
omists didn’t expect the move to be 
made so soon, but some observers also 
detected behind the action a reluctance 
to grant further wage increases. Swedish 
wages have been officially tied to the cost 
of living. 

Brazil has made a minor technical ad- 
justment in her currency rate by increas- 
ing the dollar value of the cruzeiro from 
5.18 cents to 5.33 cents, but this move 
is probably a simplification of the com- 
plex exchange situation in Brazil rather 
than a reaction to other revaluations. 

The Netherlands may decide to re- 
value the guilder upward before the 
Monetary Fund issues its call to members 
for currency rates in the late summer or 
early autumn. The Dutch cut the value 
of the guilder 30 per cent at the time 
of liberation from the Germans, but have 
found since that their economic situation 
is not as dire as they had feared. 

Great Britain, fortified by the recent 
U.S. loan, is interested in the successful 
operation of the new Bretton Woods in- 
stitutions—the World Fund and Bank— 
as of long-range benefit to her all-impor- 
tant world trade. Moreover, any change 
in the sterling-dollar rate at this time 
would be costly to England. It would 
mean more difficulty for the present de- 
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termined drive to increase exports. Also, 
Britain would meet greater expense in 
settling the 14 billion dollars worth of 
sterling obligations to other countries ac- 
cumulated by them during the war be- 
cause of British exchange controls. 

Switzerland economically is in a favor- 
able position to raise the value of her 
franc in terms of other currencies, but 
no such action is planned. 

The Union of South Africa, which has 
increased greatly her imports from the 
U.S., has been hit rather severely by 
American inflation. But any upward cur- 
rency revision to combat higher prices 
would be a blow against the gold-mining 
industry, a step the Union Government 
would be reluctant to take. 

Argentina has too many internal prob- 
lems to risk a currency revaluation. 
Rather, to help combat inflation, the 
Buenos Aires Government has announced 
retirement of its outstanding foreign debt 
in U.S. dollars and Swiss francs, paying 
out the equivalent of 150 million dollars. 

Other Latin-American countries are 
eager to maintain in the postwar period 
the export markets they developed dur- 
ing the war. If they make any major cur- 
rency changes now, they are more likely 
to depreciate than to increase the value 
of their monetary units. 

§{ Monetary Fund. Currency problems of 
these countries and others are expected 
to be lessened once the 39-nation, $7,400,- 
000,000 International Monetary Fund 
goes into action. Camille Gutt, former 
Belgian Finance Minister who is Man- 
aging Director of the Fund, will set the 


wheels in motion in September or Oc- 
tober with a call upon the institution’s 
members for official currency rates. 

The members will have 30 days in 
which to submit their valuations’ and 
then 60 days more for discussion in cases 
where there may be disagreement be- 
tween the member nations and the Fund. 
Once this dead line is passed, subscrip- 
tions will be paid in currency and gold, 
and the Fund will be ready to supply 
foreign exchange to its members. 

Operation of the Fund will make it 
possible for members to meet deficits in 
their international payments for current 
transactions. When a member requires 
a particular currency to keep its pay- 
ments in balance, the Fund will make 
that currency available in return for 
money of the buying member equal to 
the same gold value as that of its pur- 
chase. After a limited period, the mem- 
ber must reverse the process. It will re- 
purchase its own currency held by the 
Fund, paying in foreign exchange or gold 
equal in value to the currency originally 
purchased. Thus, the Fund's assets al- 
ways will have the same gold value. 

Director Gutt, who won international 
attention by his severe currency measures 
in Belgium within a month after that 
countrys liberation, already has held 
several meetings of the 12-man direc- 
torate of the Fund. Five directors have 
been appointed by the United States, 
United Kingdom, China, France and 
India as the largest subscribers to the 
institution, and 7 others have been 
elected by the remaining 34 members 
to represent their interests. 

At the outset, the Fund will be in a 
strong position to meet demands upon 
it. The U.S. dollar undoubtedly will be 
the currency most in demand by the 
Fund’s members and there will be avail- 
able approximately $3,600,000,000 in 
United States currency and gold. This 
reserve, made up of the U.S. subscrip- 
tion of $2,750,000,000, plus gold con- 
tributions of other members, will provide 
an amount equal to 65 per cent of the 
maximum normal drawing privileges of 
all members other than the United States. 

Director Gutt’s efforts to command in- 
ternational co-operation in the trying pe- 
riod of getting organized. have been well 
received by his colleagues. Preliminaries, 
nevertheless, have been hampered by the 
physical difficulties involved in recruit- 
ing an international staff and in getting 
adequate space in crowded Washington. 
{| Stability. The financial experts, how- 
ever, are determined to get going ac- 
cording to schedule, before any further 
alarms are set off such as followed the 
Canadian and Swedish revaluations. They 
argue that those nervous reactions served 
only to dramatize the necessity for the 
Fund if the world is to have monetary 
stability. Now they are busy preparing 
for the first challenging tests of the in- 
stitution they have created. 
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PEACE TREATIES GIVE RUSSIANS 
BIGGEST SHARE OF WAR SPOILS 


Soviets gain greatly in territory and 
goods from Germany’s satellites. 
Cost of defeat weighs heavily on Italy 


Russia goes into the 21-nation 
Peace Conference at Paris as the big- 
gest winner of war prizes to date. 

In actual assets, victory so far 
means little to Britain and France 
among the major powers. The U.S. 
receives practically nothing. Gains of 
the Soviet Union in pre-Conference 
negotiations far outstrip those of all 
the other Allies combined. 

The Conference is to debate the spoils 
of war, and the cost of defeat. Complete 
returns will not be available until treaties 
are written for Germany and Austria. 
The Peace Conference, however, consid- 
ering treaties for Germany's five wartime 
partners—Italy, Romania, Bulgaria, Hun- 
gary and Finland—will indicate the de- 
gree of victory or defeat for all countries. 
Final texts of the peace treaties will be 
the scorecard. 

Among the winners, the Peace Con- 

ference shows this line-up: 
{ Russia, which suffered the greatest 
physical loss from war damage among 
the victors, is to realize the greatest 
measure of physical gains. 

In territory, Russia is to get land from 
Finland and Romania. From Finland, she 
receives the Karelian Isthmus north of 
Leningrad, the Arctic port of Petsamo 
with its adjoining nickel mines, and 
rights to a naval base near Helsinki, Fin- 
land’s capital. From Romania, Russia gets 
the provinces of Bessarabia and Buko- 
vina. 

Economically, Russia gets 900 million 
dollars in reparations, all payable in goods 
of various kinds. Romania and Finland 
each are to provide 300 million, Hungary 
200 million and Italy 100 million. These 
sums include value of merchant ships, 
food, raw materials and manufactured 
products to be delivered. They do not 
include war booty taken by Russian 
troops. Nor do they include the value of 
labor performed in Russia: by prisoners 
of war from Axis satellite countries. 

Politically, Russia is to come out of the 
Peace Conference with Communist-con- 


trolled governments in Romania and Bul- 
garia, and governments in Italy, Finland 
and Hungary far to the Left of the re- 
gimes that went down to defeat in the 
war. 

‘Russian claims for a share in inter- 
national control of former Italian colonies 
will not be decided for another year. This 
is another potential source for Russia of 
war-won assets. 

{ The U.S. gains very little from the 
five peace treaties, apart from the general 
benefit of re-establishing peace in Europe. 
The U.S. gets no territory or military 
bases and has renounced a share in repar- 
ations. American citizens whose proper- 
ties abroad were damaged will get com- 
pensation from Italy, perhaps also from 
Germany’s Balkan partners. An American 
demand that the Danube River be opened 
for free trade and commerce has not been 
agreed to by Russia. This issue will be 
debated by the Peace Conference. 

§] Great Britain, so far, has little to show 
for helping to defeat the five wartime 
satellites of Germany. Britain also has 
renounced reparations claims, insisting 
only on payment for destruction to prop- 
erty of British citizens. The British, how- 
ever, have indicated they want control of 
Cyrenaica, formerly an Italian colony, 
and they will seek control of Italy’s for- 
mer East African colonies. These matters 
will not be decided until long after the 
Peace Conference. 

{ France gets Briga and Tenda, two 
patches of Italian frontier territory in the 
Alps. The French want no reparations. 
{ Greece has been awarded the Dodeca- 
nese Islands, which Italy seized before 
World War I, and is putting in claims 
for parts of Southern Albania and Bul- 
garia. These claims are likely to provoke 
stormy argument at the Peace Confer- 
ence. The Greeks also will press a claim 
for 100 million dollars in reparations from 
Italy. 

| Yugoslavia is not doing as well as she 
had hoped. Though Yugoslavia gains the 
entire Istrian Peninsula, taking her fron- 





tier deep into what used to be Italy, the 
Yugoslavs are not satisfied with a Big 
Four decision internationalizing Trieste. 
Demonstrations in Belgrade demanding 
Trieste for Yugoslavia are likely to have 
their echoes in Paris. The Yugoslavs also 
have a 100 million dollar reparations 
claim against Italy, and will get some 
compensation for damage from Hungary. 

Czechoslovakia and a number of 
smaller nations are to get minor sums in 
reparations payments. 

{| For the losers, the cost and bitterness 
of defeat will vary in degree: 

Italy claims the unenviable distinction 
of biggest loser among the lesser enemy 
nations, and is determined to do some- 
thing about it. As matters now stand, the 
peace treaty would deprive Italy of col- 
onies, award northwest mountain areas 
to France, bring the Italian frontier with 
Yugoslavia many miles westward, inter- 
nationalize the Italian city of Trieste and 
require Italy to pay a possible total of 
300 million dollars in reparations to Rus- 
sia, Greece and Yugoslavia. Italy’s pre- 
mier Alcide de Gasperi (see page 33) 
argues that Italy fought 20 months on 
the Allied side and, therefore, deserves 
better treatment. Italian political leaders 
threaten to refuse to sign the peace treaty 
if present harsh clauses are not changed. 
These objections probably will provide 
the major controversy of the Peace Con- 
ference. 

Finland is also a heavy loser. She loses 
territory to Russia and 300 million dollars 
in reparations. Ten per cent of Finland’s 
popukation, moved out of the lost terri- 
tories, must find homes in a smaller Fin- 
land. Military control of the Gulf of 
Finland passes to Russia. But Finland 
maintains her political independence. 

Hungary also pays a heavy price for 
war. Adolf Hitler gave Hungary the 
region of Transylvania. In the postwar 
armistice, Russia reversed this decision 
and gave Transylvania to Romania, as a 
reward for last-minute Romanian help in 
defeating the Germans. If Hungary can © 
find a friend at court, this frontier ques- 
tion may be reopened at the Peace Con- 
ference. Nevertheless, Hungary also must 
pay 300 million dollars in reparations to 
Russia, Czechoslovakia and Yugoslavia. 
Hungary's Government is headed by a 
non-Communist, but friends of the So- 
viets are gaining influence within the 
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country. Most of Hungary’s trade is now 
with Russia, or countries in the Soviet 
sphere. 

Romania loses more than she gains, 
The return of Transylvania is offset by 
loss of the provinces of Bessarabia and 
Bukovina to Russia and of Southern Do- 
bruja, at the mouth of the Danube, to Bul- 
garia. Romania has to pay 300 million 
dollars in reparations to Russia. Romania 
retains its King Michael, but the effective 
Government is run by Communists. Un- 
der British-American pressure, opposition 
leaders were included in the Romanian 
Cabinet, but they have not had much in- 
fluence in public affairs. 

Bulgaria does fairly well. She gains a 

province from Romania and hopes for 
Russian support against claims for terri- 
tory by Greece. No amount of reparations 
has yet been fixed for Bulgaria to pay 
Soviet Russia, and the matter may pos- 
sibly not be pressed by. Moscow. The 
Bulgarian Government has Moscow’s full 
approval. 
{ Military clauses of the peace treaties 
chop defense forces of the former enemy 
countries down to minimum size. Some 
victors will benefit materially from these 
reductions, receiving war vessels as 
booty. Excess ships, however, will be sunk 
at sea, excess fortifications will be de- 
stroyed. The chief benefit derived by the 
winners from these forced reductions in 
armed power will be a greater measure 
of security. 

Italy keeps an Army of 185,000 men 
and a police force of 65,000 carabinieri, 
and is allowed not more than 200 heavy 
and medium tanks. Her Navy will include 
two old battleships and five cruisers, with 
a total personnel of 22,500 men and total 
tonnage, excepting the battleships, of 67,- 
500 tons. Italy is allowed 200 armed 
planes, 150 transport and liaison planes, 
air personnel of not over 25,000 men 
and no bombers. 

Romania keeps an Army of 120,000, 
a Navy of 15,000 tons and 5,000 men, an 
Air Force of 8,000 men and 150 planes, 
but no bombers. 

Bulgaria retains an Army of 55,000 
men, a Navy of 7,250 tons and 3,500 
men, an Air Force of 5,200 men and 90 
planes, bombers forbidden. 

Hungary is allowed an Army of 65,000 
men, an Air Force of 5,000 men and 90 
planes, bombers outlawed. 

Finland keeps an Army of 34,000 men, 
a Navy of not more than 10,000 tons and 
4,500 men and an Air Force of 3,000 
men and 45 planes, with bombers for- 
bidden. 

The distribution of war gains and 
losses has been worked out by the For- 
eign Ministers of Great Britain, Russia, 
the United States and France in their 
long series of conferences. Now 21 na- 
tions that contributed materially to the 
victory in Europe are getting their chance 
to approve or criticize this scheme for 
peace insurance. 
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OPPOSITION PARTIES 
STRENGTHEN TURKEY 


Development of domestic politics 
reinforces nation’s external unity. 
Soviet influences are insignificant 


A one-party dictatorship in Turkey 
is to give way to two-party government. 

The election that produced this 
change is attacked in broadcasts by Tur- 
key’s big neighbor, Russia. But Turks feel 
their Republic now is on a stronger foun- 
dation than ever before. 

Turkey holds this unique position: 

{ Elements of international friction 
abound. Turkey has two long frontiers 
that face Russia. Her Eastern provinces 
border on Soviet Armenia and have been 
claimed by Soviet spokesmen. Her North- 
ern border is washed by the Black Sea, 
now virtually a Russian lake. 

Across Turkey’s neck, dividing Turkey’s 
European head from her Asiatic body, lie 
the Straits—the Dardanelles, the Bosporus 
and the Sea of Marmora. This interna- 
tional waterway from the Aegean to the 
Black Sea has been coveted by Russia 
since the days of Peter the Great. 

Turkey’s population of 18 million in- 
cludes large unassimilated minorities— 
Greeks, Armenians, Jews, Kurds—poten- 
tial sources of discontent. 

Russian influence on internal affairs of 
Turkey, however, is nil. There is no 
Communist or pro-Communist party in 
the country. No Turkish political party 
flirts with Moscow. Foreign policies of all 
Turkish parties are identical, regardless 
of domestic differences. Turkey is deter- 
mined to preserve its independence, and, 
if need be, to fight to protect its territory. 
§ Turkey’s secret is a knack shown by 
her political leaders for keeping ahead 
of political trends. 

Kemal Ataturk, dictator-father of mod- 
ern Turkey, was a master of this tech- 
nique. In 15 years as Turkey’s ruler he 
abolished the corrupt and inefficient Sul- 
tanate, transformed Turkey into a re- 
public, and separated the Moslem religion 
from state affairs. He unveiled and eman- 
cipated Turkish women, reduced illiter- 
acy, founded modern industries and 
raised the country’s standard of living. 
Ataturk was a dictator but he experi- 


mented with opposition parties. None 
ever showed enough strength to enter a 
national election against the dominant Re- 
publican Party. 

Ismet Inonu, successor to Ataturk as 
Turkey’s President, has used the same 
technique. His critics say he has been less 
successful than Ataturk. 

Inonu kept Turkey out of active par- 
ticipation in World War II, even though 
the country was under tremendous pres- 
sure both from Germany and from the 
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PRESIDENT INONU 
Early elections insured victory 


Allies. When Turkish peasants became 
restless during the war, Inonu presented 
a land-reform program which will divide 
up all large estates. In a few years there 
will be no landless peasants in a country 
where 80 per cent of the population lives 
from the soil. 

By permitting opposition parties to 
compete with the Republican Party in an 


election, Inonu has now made his most | 


important move to keep Turkey united in 
the face of outside pressures. 

Opposition complaints are all on do- 
mestic matters. 








EX-BANKER BAYAR 
Leader of Democratic Party 


Jelal Bayar, leader of the Democratic 
Party, the major opposition group, 
charges that Inonu’s Government restricts 
private enterprise, is ridden with bureauc- 
racy and graft, and uses political patron- 
age to entrench itself in power. He ac- 
cuses the present regime of throttling 
civil liberties, including freedom of the 
press. 

These are complaints made by a party 
largely controlled by businessmen in 
Turkey's populous Western provinces. 
Many of them resent the dominant po- 
sition of state monopolies and state in- 
dustries in Turkey’s economic life. Land- 
owners who are slated to lose parts of 
their estates to peasants under the new 
land laws are also source material for op- 
position parties. Bayar himself is a for- 
mer banker. 

Opposition strength was increased 

when Marshal Fezvi Cakmak, former 
Chief of the General Staff, announced his 
independent candidacy for the National 
Assembly with full support by Bayar’s 
Democratic Party. Cakmak is one of the 
most respected figures in Turkey, ranking 
alongside the late Ataturk and Inonu in 
national stature. 
{ Result of the election July 21 gave op- 
position parties nearly 100 seats out of a 
total of 465. The Democrats won more 
than 50. The true strength of the Demo- 
crats, however, is probably much larger. 
Inonu helped insure victory for his party . 
by staging the elections six months earlier 
than originally planned. 

Meaning of the election is likely to be 
misinterpreted. Outsiders may think the 
rise of an opposition implies a split among 
Turks over foreign policy. Turks, on the 
other hand, believe their country will 
present an even more united front to out- 
side dangers. 
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PROSPEROUS SWEDEN SQUEEZED 
BY EAST-WEST TRADE RIVALRY 


Credit and commercial demands by 
Russia threaten to upset economy. 
Solution may guide other countries 


Sweden is becoming seriously en- 
tangled in growing political and economic 
competition between East and West. 

This competition, emphasized by 
Russian demands for huge credits in 
Sweden, can upset the entire Swedish 
economy, now at the highest level of 
prosperity in modern history. 

How Sweden meets this crisis is 
to determine not only her own future, but 
may show the way to other countries of 
Europe seeking to bridge the gulf be- 
tween Russia on the East and Britain and 
the U. S. in the West. 

Trade negotiations between Sweden 
and Russia opened in Stockholm recently 
and are now being continued in Moscow. 
Russia needs Swedish goods and asks 
Swedish credits to buy them. Sweden, 
with a population of 6,500,000, plans to 
do what she can to satisfy her big neigh- 
bor across the Baltic. 

What Russia wants is a credit of about 
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PIG IRON STOCK PILE AT A FOUNDRY IN SWEDEN 
Russia needs Swedish goods and asks Swedish credits to buy them 


280 million dollars, with an agreement 
on an additional 28-million-dollar annual 
trade each way. To meet this demand, 
Sweden would have to reduce her trade 
with the U. S. and Britain and buy almost 
20 times as much from Russia as she 
bought last year. 

§ The danger is fully realized by the 
Swedes. Thomas F. Hawkins, staff cor- 
respondent of World Report, cabled last 
week from Stockholm that Swedish in- 
dustrialists are inclined to emphasize 
rather than minimize the danger to their 
economy in the Russian demands. Haw- 
kins says: 

“Deliveries of Swedish goods to the 
Western nations already are far behind. 
There is a huge backlog of two to three 
years in orders placed by the U.S., 
Britain and France. 

“Domestic consumption is absorbing a 
large portion of the quality manufactured 
goods like scissors, knives and other 











metal wares normally exported. Sweden 
once bought such goods for her own peo- 
ple from Germany, using the high qual- 
ity items made from Swedish ore for ex- 
port. 

“Sweden needs great quantities of im- 
ports to catch up with the lack of goods 
and raw materials kept out by war. She 
would prefer to buy many of these from 
the Western nations, but now may have 
to look to Russia to supply them in ex- 
change for the goods Russia wants. 

“Some goods must still come from the 
U. S. and Britain because Russia cannot 
supply them. The U. S. today is Sweden’s 
principal source for automobiles, house- 
hold appliances, canned goods and lux- 
ury foods. Britain supplies some coal and 
processed steel. British manufacturers are 
trying to compete with U. S. automobiles 
in Sweden, but the Swedes still want 
50,000 automobiles and trucks annually 
from the U.S. for the next five years. 

“Russia needs many of the very articles 
which Sweden would normally use to pay 
off her purchases in the U. S. and Britain. 
The Russians want principally electrical 
equipment — generators and _ turbines — 
plus some special steel products of the 
high-grade northern ore Britain wants. 
Russia also can use some fish products.” 
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Between the desire to buy Western 
products for some of the unprecedented 
export balance now to her favor on the 
trade books, and the necessity of placat- 
ing Russia, Sweden is on the spot. Care- 
ful planning is necessary to meet the crisis 
of the economic future. 

q Planning for Sweden’s postwar economy 
depends on many factors, notably the 
Russian negotiations. Swedes place much 
confidence in their ability to find some 
long-term policy which will enable them 
to deal with both West and East. 

Since 1943, Sweden’s.moderate Social- 
ist Government has been concentrating 
on plans for an economic policy designed 
to cushion the depression the ~ nation 
fears. Complete programs for industrial 
demobilization, planned for the postwar 
period, are still shelved while Swedish 
industry remains swamped with orders. 
Shortages of workers, not work, worries 
Sweden today. 

Immigration is a possible solution to 
Sweden's desperate shortage of labor. 
Sweden is proud of the fact that only a 
fraction of 1 per cent of her population 
is foreign horn. Most non-natives are 
other Scandinavian and Baltic peoples 
who are easily assimilated. But Sweden 
now needs 200,000 new workers to match 
her industrial expansion. The Govern- 
ment is studying proposals to admit 20,- 
000 Italian and Hungarian workers. 

Credits for liberated countries were 
planned to help maintain industrial pro- 
duction between wartime and peacetime. 
Some 340 million dollars in credits have 
been advanced to European countries 
for reconstruction. This is a heavy credit 
advance for a small country like Sweden, 
for the liberated countries have.little to 
sell. 

Competition for markets abroad finds 
Sweden’s Socialist Government backing 
private initiative. Swedes selling Swedish 





ee 


SULFATE PLANT IN NORTHERN SWEDEN 


goods beat British trade missions into 
Argentina and Denmark, tying up con- 
tracts British firms hoped to get. The 
General Export Association of Sweden 
publishes elaborate books boosting 
Swedish products for distribution abroad. 

Shipping adequate to carry all Sweden’s 
trade sails the world under the Swedish 
flag. As a neutral, Sweden’s war losses 
in shipping were light. Government plan- 
ning has enabled Swedish shipyards to 
get 205,015 gross tons of shipping on the 
ways now, giving Sweden the third place 
behind Britain and the U.S. in world 
shipbuilding. 

In the air as on the sea, Sweden is to 

compete with the powers. Nonstop 14- 
hour service from New York to Stockholm 
is to be started by the Swedish Inter- 
continental Airlines next year. But all 
such plans as these depend on the suc- 
cessful settlement of Sweden’s position 
between East and West. 
§ The issue arising from Russia’s desire 
for a larger share of Sweden’s postwar 
production and Sweden’s desire to main- 
tain her trade with the West is a matter 
of much concern for all Swedes. Hawkins 
reports: 

“Industrialists generally are fighting 
the Russian treaty as purely political and 
without economic foundation. Sweden’s 
Communists and extremist elements of 


the Socialist Party are urging that the 


Russian terms be met even at the expense 
of the Government housing program. 
Their stand has aroused considerable 
resentment. Sweden, like other countries, 
is far behind on adequate housing for 
workers who were well housed six years 
ago as young couples in modern one-room 
flats, but now have children crowded into 
the same flats. 

“The Communist view is definitely a 
minority view, for the Communists, who 
won 10 per cent of the vote in last year’s 





elections, hold only 15 of the 230 seats 
in Sweden‘s parliament under the rules 
of proportional representation instead of 
the 23 seats their total vote might have 
given them. They hope to fare better in 
local elections this September. 

“The industrialists’ view is that no mat- 
ter what treaty Russia gets, Sweden can- 
not deliver more than 14 million dollars 
worth of the goods the Russians want 
during the first year. Should the treaty 
be signed for an annual 28-million-dol- 
lar trade as the Russians now ask, Swe- 
den would be required to -pay 5 to 10 
per cent of contract value as a material 
penalty for delay. 

“The one bright spot for industrialists 
in the present negotiations is that the 
Swedish Government may get Polish 
coal. Lack of coal threatens to limit Swe- 
den’s productive capacity. The 1,300 
freight cars which Sweden sent into 
Poland to get coal are still there, and 
the coal Sweden is now getting is not 
enough to meet her needs of 8 million 
tons annually.” 

The Swedish Government, while keep- 
ing an official silence, is trying to get 
Russia to reduce the amount of goods 
Sweden is to deliver to Russia and buy 
in the Soviet Union. At the same time 
the Government is demonstrating 
through such actions as the revaluation 
of the Swedish krona from 23.82 cents, 
U.S., to 27.77 cents, that Sweden may 
find it difficult to export to the West, but 
is eager to maintain her imports. 
| The prospect for Sweden is that Swed- 
ish industry, which has doubled produc- 
tion in the last 18 months, will continue 
to expand and that Swedes, mindful of 
the difficulties Finland and Czechoslo- 
vakia are encountering as their trade is 
drawn eastward to Russia, will find a 
means of dividing their business between 
East and West. 
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Immigration is being considered seriously to meet the desperate shortage of skilled workers 
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NEW DEMAND ARISES 
FOR SCARCE MATERIALS 


America to build up reserve of 
essential basic commodities as 
security hedge against another war 


A 2 billion dollar stock pile of 
strategic materials from all over the world 
is to be built up in the U. S. as a security 
hedge against a third world war. 

More than 50 commodities and 
as many countries will be involved. As 
much as three quarters of the stock pile 
of minerals, metals, oils, chemicals and 
fibers may be bought abroad. 

American military men want to 
accumulate this reserve of raw materials 
as quickly as possible. Business groups 
and reconversion officials, however, are 
apprehensive that the purchases may up- 
set domestic and foreign markets, inten- 
sify shortages of raw materials and hinder 
world industrial recovery. 

Prices of Mexican lead, Chilean copper, 
Bolivian antimony, Indian shellac and 
scores of other commodities already are 
soaring in world markets. Now a new 
pressure may come through stock-piling. 
€ Congress will play an important role 
when it appropriates funds for the first 
years purchases. The Army-Navy Muni- 
tions Board wants about $300,000,000 
for the next 11 months and hopes to com- 
plete the stock pile in less than five years. 
Mr. Truman, when he signed the bill, 
emphasized the urgency of stock-piling. 

Reconversion officials will not object if 
the military men agree to limit their buy- 
ing to commodities in adequate supply. 
Otherwise, they may urge limited ap- 
propriations during the next two years to 
prevent accumulation of the stock piles 
from interfering with U.S. industry and 
world reconstruction. 

Once funds are appropriated, the 
military will be in complete control. 
Congress rejected President Harry S. Tru- 
man’s request that direction of the pro- 
gram be vested in a civilian agency. The 
Army-Navy Munitions Board will admin- 
ister the program. The Treasury’s Pro- 
curement Division, on the Board’s orders, 
will do the actual buying. | 
{A have-not nation in some strategic 
materials, the U.S. has no alternative 
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to stock piles if she is to maintain military 
preparedness. 

Imports proved essential to U.S. mili- 
tary strength during World War II. The 
U.S. had to import 65 different metals 
and minerals from 53 countries. Of these, 
27 were obtainable only abroad, includ- 
ing most of the vital minerals used in the 
new field of electronics, such as quartz 
crystals, high-grade mica, tantalite, beryl 
and tale, as well as tin, natural rubber, 
nickel and diamonds. 

The other 38 commodities had to be 
imported because domestic production, 
despite high prices and subsidies to mar- 
ginal producers, could not meet demand. 
Consumption of metals and minerals rose 
30 to 50 per cent during the war. 

American domestic copper supplies, for 
example, fell from an export surplus to 
a 37.6 per cent deficiency. The zinc de- 
ficiency rose from 6 to 36.7 per cent. 
Lead imports rose from 11 to 44.2 per 
cent of U.S. needs. More than 2 billion 
dollars worth of metals and minerals had 
to be imported during the war. 

Exhaustion of reserves of raw materials 
through heavy use in World War II will 
make the U.S. even more dependent on 
foreign sources should there be another 
war. 

The Bureau of Mines estimates that 
the U.S. has used up more than 97 per 
cent of its original commercial reserves 
of mercury, more than 80 per cent of its 
lead, 75 per cent of its chromium, 70 
per cent of its bauxite, and more than 60 
per cent of its manganese, tungsten, zinc 
and copper. 

At the prewar rate of use, according 
to these estimates, the U.S., without 
imports, would exhaust its known com- 
mercial reserves of nickel and chromite 
in one year, manganese in 2 years, asbes- 
tos and mercury in 3, platinum, tungsten 
and antimony in 4, vanadium in 7, 
bauxite in 9, lead in 12, cadmium in 16, 
zinc in 19 and copper in 34. A 111l-year 
supply of iron ore is left, but there is only 
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a 35-year supply of the rich Lake Su. 
perior deposit remaining. 

{| Stock-piling not only will reduce U. S. 
dependence on foreign sources, but also 
may save substantial sums of money. 
U.S. imports in World War II cost two 
to three times more than they did before 
the war. 

High shipping and insurance costs 
caused the bulk of the increase. Short- 
ages of critical items made it necessary 
to fly heavy loads of mica from India, 
tin and tungsten from China, quartz from 
Brazil, beryllium from Argentina and 
tantalite from the Belgian Congo. 

Japanese conquests made it necessary 
to develop substitutes, synthetics and new 
and expensive foreign supplies of tin and 
antimony in Bolivia, rubber in the Congo, 
rope fibers in Mexico and manganese in 
Cuba. Submarine sinkings of important 
bauxite shipments from the Guianas not 
only were costly in themselves but forced 
diversion of labor to more expensive do- 
mestic mining. 

Stock-piling, in effect, would provide 

the U.S. with vital supplies in advance 
of hostilities. The objectives of the pro- 
gram, therefore, meet little opposition. 
{ The problem confronting U.S. military 
stock-pilers is this: Seven of the most 
important items—copper, lead, antimony, 
rubber, tin, cinchona bark (for quinine 
and quinidine) and cordage— are in such 
short domestic supply that they are being 
rationed to industrial users by the Civil- 
ian Production Administration. 

Virtually all private buying abroad still 
is banned. Overseas purchases for cur- 
rent U.S. use are carried on by the Re- 
construction Finance Corporation. The 
CPA would object strenuously if the stock 
piles competed with these commodities 
at home or abroad. 

Another vital metal, zinc, has been 
opened to private importation. But sup- 
plies are so tight that any buying for the 
stock piles might force reimposition of 
rationing. Zinc, copper and lead quan- 
titatively are the backbone of the stock- 
pile program. During World War II, 
these three metals alone made up more 
than half: the dollar value of U.S. metal 
and mineral imports. 

Four other important stock-pile com- 
modities—shellac, bismuth, cadmium and 
quebracho (a tanning extract)—are as 
tight as zinc. Small purchases of other 
commodities could be made. But large 
purchases of almost any strategic ma- 
terial would further upset world markets, 
boost prices and create new shortages. 
{ World markets already are in chaotic 
condition. Free competition among na- 
tions has replaced the tight U. S.-British 
wartime control of raw-material supplies. 
Price pressures have been stimulated fur- 
ther by suspension of controls over ma- 
terials in the U.S., culminating in the 
lapse of OPA. This has led producers the 
world over to withhold supplies in ex- 
pectation of price rises. 


Copper stocks held by the RFC have 
fallen 40 per cent since January, and 
supplies of high-grade electrolytic cop- 
per are almost exhausted. The RFC had 
to pay 12% cents a pound for its purchases 
of Chilean copper during the first six 
months, a %-cent increase over last year. 
That meant, duty paid, a 4%-cent subsidy. 

When it became apparent that no sup- 
plies would be forthcoming from Chile, 
Canada, Peru, Rhodesia and the Congo 
at this price for the third and fourth 
quarters of 1946, OPA raised the ceiling 
from 12 to 14% cents on June 3. But the 
world price now has shot up to 15% 
cents and the RFC still is unable to 
negotiate new contracts. 

Lead stocks have fallen 62 per cent 
since January. The RFC had to exceed 
the 6%-cent OPA ceiling by %-cent to 
make purchases from Mexico, Peru and 
Canada during the first quarter. In the 
second quarter of this year, RFC had to 
pay 8% cents and OPA ceilings were 
raised to this level. After OPA was sus- 
pended, the world price jumped to 9% 
cents, almost 50 per cent more than last 
year and more than double the prewar 
price. 

Antimony imports from Bolivia have 
halted since the end of the war. The 
Bolivians expected China, the main pre- 
war supplier, to come back into produc- 
tion, and they closed their high-cost 
mines, shifting labor to tungsten and tin. 
The U.S. and Britain now have bid the 
price up from 14% to 22% cents in an 
effort to get production started again. But 
the Bolivians demand a long-term con- 
tract. 

Shellac from India has tripled in price 
since the dissolution of the Combined 
Raw Materials Board. India has instituted 
its own allocation system, as it has for 
jute and burlap exports, and the U. S. is 
unable to get adequate supplies. 

Leather sellers have broken a 14-nation 
allocation committee by withholding sup- 
plies. Argentine, Brazilian and Uruguayan 
shipments of cattle hides fell to one fourth 
last years sales and shipments of goat- 
skins from India fell to one tenth of nor- 
mal. When price increases of 20 to 35 
percent failed to remedy this situation, 
the committee disbanded. Prices now 
have doubled, but supplies still are mov- 
ing no more quickly than usual. 

The result of stock-pile buying in tight 
world markets will depend on how the 
purchasing is done. The Stock-pile Act 
provides that purchases shall be made 
“from supplies of materials in excess of 
current industrial demand.” If this is 
done, the purchases will not affect prices 
seriously. 

However, this prohibition is qualified 
with the clause “so far as is practicable.” 
The decision is in the hands of the Army 
and Navy. If military leaders decide the 
need for immediate stock-piling is urgent, 
world industrial reconversion may be 
slowed down. 
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U.S. HOLDS INITIAL ADVANTAGE 
IN RACE FOR AIR SUPREMACY 


Shift by Britain to jet and turbine planes 
and Dutch plan to cut fares will offer 


stiff competition 


Intense rivalry is developing over 
world air traffic. Britain, Holland and 
France are now actively in the fight to 
capture commercial air supremacy from 
the United States. 

Many other countries also are set- 
ting up international air routes on a scale 
undreamed of before the war. Sweden, 
Canada, Argentina, Brazil, India and 
Australia are going after big shares of air 
business. Russian planes, too, soon may 
be seen on international airways. 

Two countries prominent in pre- 
war commercial aviation, Germany and 
Japan, are missing from the competition. 
Under present policy they never will be 
allowed to rebuild their aviation indus- 
tries. Italy, on the other hand, may re- 
gain air rights. 

The U.S. holds many initial advan- 
tages in the race. Only the U. S. emerged 
from the war with domestic air lines in- 
tact. Furthermore, American lines benefit 
from the experience in overseas flying 
gained through the world-wide networks 
of the Army and the Navy air transport 
services. Production of planes for these 
services during the war made easy the 
reconversion of American factories to 
similar commercial models. Meanwhile, 
other countries whose factories were de- 
voted chiefly to strictly military craft, 
found the necessity for transition to com- 





for commercial traffic 


mercial production delayed opening of 
many of their international routes. 

As a result of the rapid reconversion of 
U.S. aircraft factories, most European 
lines are commencing postwar operations 
with former U. S. military transports sold 
as surplus property. In addition, however, 
the British, French and Dutch lines have 
purchased postwar high-speed air liners 
from the U.S. in order to compete with 
American lines. 

U. S. facilities developed during World 
War II are now being turned over for the 
use of competing world air lines. Techni- 
cians of the Civil Aeronautics Authority 
are training citizens of other countries to 
operate the 534 weather stations built 
overseas during the war. Other aids to 
navigation developed for the Air Forces 
will be turned over to commercial lines. 
In addition, airports built by the U.S. 
are available to other nations. These fields 
will be open to the air lines of the world. 
{In world competition for commercial 
air supremacy, here is the current stand- 
ing of the leading nations: 

The Netherlands will be second only 
to the U. S. this year in the number of 
passenger-miles flown. Holland jumped to 
this prominent position as a result of the 
use of U.S. planes converted from war- 
time use, plus planes obtained from the 
British. The Dutch already have more 


commercial planes than they had before 
the war. KLM, the Dutch line, has plans 
for an extensive network of air routes 
covering the world with low-cost passen- 
ger service. 

Dutch routes already cross the North — 
and South Atlantic and extend to the 
Pacific. KLM schedules flights three times 
a week from Amsterdam to New York. 
Another flight crosses the Atlantic each 
week to Curacao in the Dutch West In- 
dies. A weekly flight links Holland with 
Brazil and Argentina by the way of Lis- 
bon and Dakar. 

To the Far East, KLM is flying four 
times weekly to Batavia in the Nether- 
lands East Indies. This route will be ex- 
tended to Sydney, Australia. Another 
route to the Far East will go through 
Saigon and Hong Kong to Shanghai. 

Dutch plans call for comprehensive 
additions to present schedules as quickly 
as planes and pilots become available. 
KLM wants to resume flying night mail 
in Europe where it has routes to all the 
principal cities. Reservations for inter- 
national flights are being turned down 
at the rate of 100 a week in Holland. 
The Dutch are considering a fare as low 
as 8 cents a mile for the future. 

Great Britain, hampered in resuming 
international air routes by reconversion 
difficulties, may fly only half as many © 
passenger miles this year as the U.S. 
All British aircraft factories were devoted 
in full to war production. Designs for 
new commercial models were not com- 
menced until late in the war. As a result 
the British Overseas Airways Corporation 
commenced postwar operations with con- 
verted bombers or prewar flying boats. 
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- The British Government finally allowed 
the purchase of five new U.S. aircraft 
for the profitable North Atlantic run. 

British routes will link London with 
almost every country in the world. By 
the end of 1946, the British plan to fly 
two round trips daily to the U. S. Three 
round trips weekly are to be flown to 
South America. These will go via Lisbon 
and Bathurst to Natal, Rio de Janeiro, 
Montevideo, Buenos Aires and Santiago. 
British lines also will go to South Africa, 
India and China. Another British net- 
work touches every nation in Europe 
with the present exception of Russia and 
the Russian-dominated countries of East- 
ern Europe. 

British methods of developing inter- 
national air traffic include acquisition of 
subsidiary lines in other countries, and 
pushing sales of British-type aircraft. 
Britain has formed companies with Ire- 
land, Egypt, Lebanon, Greece and Italy. 
The British have a most-favored-nation 
air agreement with Argentina. British air- 
craft have been sold to Argentina, Brazil 
and Chile as well as to most European 
countries. 

British planes designed to win air su- 
premacy may not be available for three 
or four years. The British have virtually 
abandoned designs using conventional 
power units and are working on planes 
with jet and gas-turbine engines. Plans 
for European airways call for a two- 
engine jet-propelled plane to go into 
operation in 1949. It will cruise at 350 
miles per hour, comparable to the present 
speed of the fastest four-engined U.S. 
air liner. 

For overseas flights, the British are 
building the Brabazon. This plane. is 
powered by eight gas-turbine units and 
will carry 180 passengers. It is so large 
that a special hangar 410 feet deep, 119 
feet high and 1,500 feet long is being 
built to house it. Until these planes of the 
future are ready, the British will use the 
Avro Tudo II which has a 230-mile-per- 
hour cruising speed with 60 passengers. 
{ Other countries have been delayed in 
the resumption of commercial flying by 
war damage. 

France is using a large number of 
American planes while the French air- 
craft industry is being rebuilt. Air France 
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But the U.S. holds the lead in the race for global air honors 


is entering the competition for the North 
Atlantic passenger traffic with two round 
trips weekly. French possessions in the 
Western Hemisphere, such as Guada- 
loupe and Martinique, will have direct 
transatlantic air service. Air France plans 
a terminal in Indo-China with routes to 
Hong Kong and Manila. These world 
routes are in addition to a comprehensive 
network covering Western Europe and 
Africa. 

Sweden leads the Scandinavian coun- 
tries in the race for world air routes. 
Continuing prewar practices, Sweden is 
pooling her resources with the air lines 
of Denmark and Norway. The Scandi- 
navian lines plan to fly to the U. S., South 
America and Africa. 

Russian intentions in international avi- 
ation remain obscure. Russia recently has 
signed aviation agreements with Romania, 
Hungary, Poland and Czechoslovakia, 
and may want air routes across the At- 
lantic. The Soviet Government has ac- 
cepted an invitation of the U.S. State 
Department to discuss a commercial air 
agreement which may lead to the open- 
ing of Eastern Europe to the air lines of 
the world. 

q U.S. air lines will fly about a billion 
passenger-miles this year to maintain 
their predominant position on interna- 
tional air routes. American lines now go 
to nearly every country in Europe with 


the exception of those under Russian 
influence. 

Three U. S. lines, Pan American, Trans 
World, and American Overseas, are com- 
peting with British, French, Dutch, Ca- 
nadian, Norwegian and Swedish operators 
for the North Atlantic trade. U.S. lines 
have landing rights, as a result of agree- 
ments negotiated by the State Depart- 
ment, in every country in Europe except 
Russia, Finland, Romania, Bulgaria, Po- 
land, Hungary and Yugoslavia. Success of 
efforts to obtain authorization for U. S. 
flights into Eastern Europe depend to a 
large degree upon how badly Russia wants 
a loan from the U.S. Commercial air rights 
are one of the conditions of this loan. 
{| Future air travel. Regardless of what 
reciprocal air rights are negotiated with 
the Soviet Union, Russia will not be a 
contender for commercial air supremacy 
in the foreseeable future. If the U. S. suc- 
ceeds in freeing international trade from 
restrictions and barriers, world air traffic 
will go to the country that gets there 
first with the most equipment. For the 
next five years this will be the U.S. After 
1950, planes powered by jet or gas tur- 
bines may dominate world air routes. 
Great Britain is doing everything she can 
now to take over air supremacy at that 
time. France and Holland also will be 
in the race with the latest equipment 
by then. 
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FRENCH MAKE GERMANS PAY WAY 
IN BUSIEST OF WESTERN ZONES 


Exports are going to victors in 
increasing quantities. Populace 


is forced to work or go hungry 


The disposition of the French 
zone of Germany is emerging as the 
latest barrier to a unified Germany. This 
unexpected development places France 
in a unique bargaining position. 

Russia is withholding her agree- 
ment to treat Germany as an economic 
unit until French claims to control the 
Saar coal region can be settled. 

The U.S. and Britain, to obtain 
French co-operation in uniting Western 
Germany with or without Russia’s zone, 
have agreed to French rule for the Saar. 

France can go along with the 
U. S.-British plan or can help the Rus- 
sians postpone a settlement of the Ger- 
man question. 

Until a decision is reached, France 
is making the Germans of the French 
zone pay their own way and help in the 
reconstruction of France. 

Thomas Hawkins, staff correspondent 
of World Report, radios the following 
from Baden-Baden, in the heart of the 
French zone: 

“Frenchmen here say the Americans 
and the British are co-operating too 
quickly with the Germans who are not to 
be trusted with much self-government 
yet. Everywhere in this zone, the French 
military and civil authorities firmly pre- 
serve the attitude of cool victors. They 
are neither overfriendly nor overbearing. 

“The French zone gives the outward 
appearance of steady progress. French 
statistics confirmed by independent ob- 
servers support this first impression. 

“Since December 1945, the French 
have spent nearly 16 million dollars on 
their zone. Most of this money went for 
emergency food supplies to establish the 
rationing system. This sum is counter- 
balanced by exports to France approxi- 
mating 17 million dollars in the same 
period.” 

Administrative costs and the costs of 
maintaining an army of occupation of 
60,000 French troops now policing the 
zone are not covered in these accounts. 
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But France is making the Germans them- 
selves bear more of the burden of living 
in defeat than either the U. S. or Britain, 
both of which are pumping millions of 
dollars into their zones of Germany. 

The smallest of all the four zones in 
area, population, industrial production 
and farmland, the French zone is none- 
theless well balanced. The British zone 
is long on industry and raw materials, 
but short on farmland. The U. S. zone is 
short on both raw materials and farm- 
land. Only the Russian zone is close to 
being self-sustaining and the French 
zone comes next. 

There are 6 million Germans in the 
French zone, which lies beside the 
French frontier. This is one ninth of the 
total population of postwar Germany. 
To meet their needs, the zone contains 


one eleventh of Germany’s industry and 
one ninth of its plowland. The French 
are making the Germans get the most out 
of these assets. 

The busiest of the three Western zones 
of Germany is the French zone. Under 
the French system, the Germans must 
work to eat even the 1,200 calories that 
currently total the daily maximum diet 
most Germans in the French Zone can 
get. Some of them get much less than that, 
for the French authorities do not propose 
to give the Germans more food than 
Frenchmen get in hunger areas of their 
own country. French children from these 
areas are being sent to the zone for vaca- 
tions this summer, while the Germans are 
told that only by working throughout the 
year can they improve their diet. 

Thanks to the Nazi wartime program 
of industrial decentralization, an esti- 
mated 75 per cent of industry in the 
French zone escaped war damage. Lack 
of raw materials keeps production down 
to 25 per cent of prewar capacity, but 
the output is increasing under French 
guidance. 

The exports now going to France in 
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NEAR-EMPTY LARDERS IN FRANCE 
The Germans will not get more food than Frenchmen in hunger areas 
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jncreasing quantities include coal, wood 
products, paper, cement, chemicals, sur- 
gical instruments, textiles and shoes. Only 
a small portion of consumer goods are 
allotted to the Germans. Frenchmen in 
Germany notice that the German on the 
street looks well-dressed in clothes and 
shoes acquired in the days of Nazi con- 
quest. They say that Germans still do not 
need consumer goods as much as the 
French. Germans will get them as pro- 
duction rises, not before. 

German industries now producing for 
export get raw materials from the French 
only in exchange for manufactured goods 
delivered. On this basis, the I. G. Farben 
plant at Ludwigshafen is turning out 200 
tons of industrial ammonia daily and 
about 500 tons monthly of synthetic 
rubber and varying quantities of plastics, 
rayon and nylon for textiles. 

The French rule the Germans in their 
zone. They disagree with what they con- 
sider U. S. and British “softness” in giving 
the Germans considerable authority. Visi- 
tors to the French zone see few French 
troops, but there is no doubt that the 
French are running things. 

In the beginning, some Frenchmen 
who had collaborated with the Germans 
before liberation were found to have 
taken refuge within the civilian admin- 
istration of the zone. They were removed. 
Now a plan is being developed to give 
civilian administrators more authority. 

Industrial control. Before any plant or 
business in the French zone is permitted 
to resume operations, French officials 
make a thorough study of its effect on 
the economy of the zone, with particular 
emphasis on whether the goods it pro- 
duces will meet a need in France itself. 

The Saar, which produced almost 9 per 


it 


cent of prewar Germany’s coal, is being 
directed toward permanent control. by 
France. Gen. Pierre Koenig, Military Gov- 
ernor of the French zone, has just incor- 
porated a Rhineland area of 600 square 
miles into the Saar territory. The French 
have abandoned hope of persuading the 
Big Three to separate the Ruhr industrial 
region from Germany, but they insist on 
control of the Saar as the minimum of 
their demands. Under French operation, 
the Saar now is producing 428,400 tons 
of coal monthly, or 50 per cent of nor- 
mal as compared to the 40 per cent 
of normal which the British are getting 
out of the Ruhr. France wants a greater 
share of Saar coal than the 21 per cent 
they are now allotted by the Allied con- 
trol board. 

Privately, Frenchmen holding admin- 
istrative posts in Germany admit far more 
sympathy with the Russian system of 
virtually absorbing their zone of Germany 
than with the U. S.-British policy of 
training the Germans for eventual free- 
dom. 

De-Nazification of the French zone is 
being carried out with an eye on produc- 
tion. Top Nazis were siphoned off 
quickly into concentration camps where 
they were screened for war criminals. 
Once this was done, the ardent Nazis, 
guilty on no other count than their Nazi 
views and civil or military leadership, 
were sent to work on roads or other public 
works jobs, or sent back to their peace- 
time industrial work under a system 
called “retrogradation.” 

Under “retrogradation,” Nazis who had 
been managers of business and industry 
essential to the economy of the French 
zone went back to the job as assistants 
to non-Nazis who now hold their old 








SUCCESSFUL GERMAN FARM IN THE FRENCH ZONE 
Only by increased production can they improve their diet 


jobs. Those willing to work on this basis 
are watched closely. Production gains. 

In education, Hawkins reports, the 
French are far ahead of the other Western 
zones. He says: “The textbooks they are 
using in German schools are being studied 
by Americans charged with supervising 
education in the U. S. zone. 

“But here again the objective is the 
long pull. French officials say they plan 
to create a new spirit in the German 
people and believe the job will probably 
require 50 years. The French believe the 
Germans are unable to comprehend real 
democracy and must be taught-as children 
to think for themselves rather than follow 
the herd. The French prefer this plan to 
what they call the ‘blitz methods’ used 
in the U. S. zone.” 

Recreation is geared to the same over- 
all policy. When the City Council of 
Konstanz asked permission to revive the 
city’s “Cultural Week,” the French Mili- 
tary Government Commander, Gen. 
Emile Laffon, promptly agreed provided 
the city emphasized not only German, 
but foreign culture. As a result, the Ger- 
mans heard French, German, Russian 
and Swiss choirs sing, looked at paintings 
imported from French and British muse- 
ums and saw three plays which had been 
banned by the Nazis. These three were 
the anti-Nazi “Mother Courage,” the 
French “Amphitryon 38” and the Ameri- 
can “Our Town” by Thornton Wilder. 

Germany’s future, as the French see 
it, depends on how hard the Germans 
work. Most Frenchmen are reconciled to 
the view that Germany eventually may be 
a united nation. But the French are to 
use their new bargaining position to seek 
a Germany that will be too weak to 
conquer tomorrow's France. 
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NAVY PLANNERS SEE ‘TEST BAKER’ 
AT. BIKINI AS MOST IMPORTANT OF 3 


Underwater blast of atom bomb 
expected to determine extent of 
changes to be made in warships 


World agreement on future con- 
trol of the atom now is to become the 
most important and urgent task of the 
United Nations. 

Results of the second U. S. atomic 
bomb test at Bikini are to make more 
dramatic the growing debate over inter- 
national regulation of such weapons. Be- 
cause of world reaction, the test is more 
likely to complicate than simplify the 
prospects for immediate controls. 

Primary impact of the second test, 
however, is to be on world naval power 
rather than on world politics. 

Designs for the fleets of the future 

depend to a great extent upon the final 
outcome of the Bikini experiments. In 
this, the U. S. has a double advantage: 
It controls the bomb and it owns the test 
fleet. Although much of the information 
about the test eventually will become 
world property, U. S. experts will know 
the most about what atomic bombs can do 
to ships, and they will know it first. This 
information will give the U. S. an imme- 
diate edge in navy planning. 
{For navies, the second Bikini experi- 
ment—“Test Baker’—is considered the 
most significant of the series of three. 
Navy men believe final assessment of the 
atomic bomb explosion below the water 
line of fighting ships means much more 
to future sea power than “Test Able,” the 
first experiment, and probably more than 
“Test Charlie,” the deepwater explosion 
set for next year. 

First test results proved just about 
what scientific and naval experts expected 
from an air burst of the bomb over an 
anchored fleet. They knew what to look 
for because of what happened at Hiro- 
shima and Nagasaki—that Bikini No. 1 
would produce nothing vitally new or 
unexpected. It did bear out advance the- 
ories that atomic energy, exploding over 
a massed fleet, would be deadly, but that 


it might not be so formidable if used- 


against a widely-dispersed task force 
maneuvering swiftly at sea. 
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Third test, the deepwater explosion set 
for next year, still is unpredictable. Such 
an explosion is faced by major mechani- 
cal difficulties. Because of its problematic 
effects on surface craft more than a 
thousand feet above, and because of tech- 
nical difficulties restricting: its effective 
use in sea warfare, the bomb for deep 
subsurface use is considered a dubious 
weapon until the relatively distant future. 

Second test results, thus, are of chief 
importance to naval planners. Test No. 1 
produced a buckling effect on ships’ 
plates. What Test No. 2 does in under- 
water damage, when it is completely 
assessed, is the thing naval architects rely 
on in determining the extent of changes 
to be made in the construction of war- 
ships. Only the U. S. Navy will be certain 
to know the full effects of a water-line 
blast on the hulls of warships. 

All such things have their most direct 
bearing on the navies themselves. They 
touch only obliquely the prospects of 
new international repercussions, the 
search for international controls or the 
future of the U. S. atomic armament plans. 
{ U.S. atomic program is not likely to 
be affected by results of the second test 
any more than by those of the first. Bomb 
manufacture and research definitely are 
going to continue. This was urged by the 
President’s Evaluation Commission after 
its members witnessed Bikini Test No. 1. 

Their report said flatly that “only by 
further large-scale research and develop- 
ment can the U. S. retain its present posi- 
tion of scientific leadership. This must be 
done in the interest of national safety.” 
{ International repercussions from Test 
No. 2 again promise to be predominately 
Soviet in origin, with Communist-line 
publications throughout the world joining 
in the criticism. 

The initial Soviet reaction after “Test 
Able” was to belittle the results. Com- 
munist commentators proclaimed that the 
bomb had lost its diplomatic value. This 
line, however, quickly gave way to a 


torrent of indignant complaints about 
“atomic diplomacy” and charges that 
the U. S. did not “intend to renounce the 
atomic weapon.” 

Communist papers everywhere echoed 
the theme, denouncing the tests as proof 
of imperialistic U. S. designs and “prepa- 
ration for aggression.” 

The violence of the reaction generally 
is interpreted by officials in Washington 
as indicating that Moscow has not yet 
solved the secret of the atomic bomb and 
as a result has acquired an acute inferi- 
ority complex on the subject. But no one 
doubts that Soviet scientists are working 
at a furious pace to catch up. 

Hardly calculated to quiet Soviet un- 
easiness, meanwhile, are unofficial Ameri- 
can pronouncements, such as those made 
by William C. Bullitt, former U.S. Am- 
bassador to Moscow, in his new book. 
He writes that the U.S., armed with 
atomic weapons, is stronger than U.S.S.R. 
and in a position to destroy her. 

The U.S., he holds, should not hesi- 
tate “to use the atomic bomb to stop new 
crimes of Soviet imperialism. To execute 
a murderer is not an immoral act.” 

Moscow does not relish such talk. But 
even less comforting is the fact that re- 
sults at Bikini to date have emphasized 
that the present bomb is most effective 
against large land targets, such as vital 
industrial areas. With the Red Fleet the 
merest fledgling in comparison with 
Anglo-American sea power, Russia is not 
too concerned with any immediate atomic 
bombing of navies. As a major land 
power, however, she is hypersensitive to 
potentialities of a weapon that poses the 
most devastating threat to a land target. 

Even so, Moscow has no monopoly on 
apprehension. The 700-page report just 
issued by the Royal Commission investi- 
gating Soviet espionage in Canada con- 
tains much reading which, if true, is not 
very reassuring for the three keepers of 
the bomb secret—the U.S., Britain and 
Canada. The report claims that the Rus- 
sian spies largely failed in their efforts to 
ferret out essential information on atomic 
energy but emphasizes the intensive 
nature of their campaign. 

It is obvious that such spy scares, plus 
international recriminations, do not en- 
gender an ideal atmosphere for the 
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mission in its quest for workable world 
machinery to control the bomb. 

{ Control prospects still hinge mainly on 
the ability of other nations to persuade 
Moscow that foolproof control permits 
no veto. It is on this crucial point that 
America’s plan and Australia’s plan are 
at odds with Russia's. 

U. S. formula calls for an independent 
and super-national Atomic Development 
Authority with complete control in the 
atomic field, including inspection rights 
in all countries. Once safeguards are set 
up and the machinery functioning, the 
U.S. would destroy its bomb supplies. 
There would be no veto on world atomic 
matters that would “protect those who 
violate their solemn agreements.” 

Australia’s proposal would achieve the 
same general objectives by a slightly 
different method. But the veto still would 
be out because its existence “would mean 
a right or privilege to claim a special 
immunity.” 

Soviet counterplan would abolish the 
bomb under an international treaty and 
then erect safeguards. Individual govern- 
ments, rather than any international 
authority, would be responsible for pun- 
ishing violations in their own territories. 
Inspection rights presumably would be 
limited accordingly. Final punitive power 
would rest with the U. N. Security 
Council, but its permanent members 
would retain veto power and thus be 
able to block punishment of themselves 
for violations. 
€ Ultimate solution of the present impasse 
over the veto may develop outside these 
plans and be far from legalistic. There 
is a definite school of thought that be- 
lieves formalized efforts to control atomic 
energy are foredoomed to failure. This 
school thinks the bomb will not be used 
for the same reason that gas and germ 
attacks were not used in World War II— 
fear of retaliation. It is not that warring 
powers of the future will lack any of these 
weapons. They will have them. But the 
awesome threat of counterattack in kind 
will be too enormous to make the risk 
worth while. 

Thinking of this kind, can produce 
world atomic control of a sort. It will be 
an uneasy, uncertain control, opening the 
door for an endless war of nerves. And it 
offers, at best, only an uneasy, uncertain 
peace. 

The sights of the U.S. and Australian 

plans definitely are set on a much more 
positive objective, for if world agreement 
on genuine atomic control can be 
achieved, the outlawing of all war logi- 
cally should be obtainable. 
* New factor to be watched is how the 
coming peace settlements work out. If 
they tend to split the world into two 
parts, some U. S. experts expect chances 
for success in atomic negotiations to di- 
minish. In their eyes, the best omen for 
future atom talks will be pacts strength- 
ening the spirit of the U. N. 
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NEW URGENCY IN U.N. ATOMIC ENERGY COMMISSION’S TASK 
Gromyko, Evatt and Baruch seek workable plan for bomb control 
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ALBANIA EMERGING 
AS SOVIET OUTPOST 


Small country at entrance to Adriatic 
could be used as springboard for 
ageression or strong point in defense 


Albania is being developed as an 
outpost of Russian influence in the Medi- 
terranean, 

Russian technicians now are su- 
pervising work on Albanian coastal de- 
fenses, airfields and roadways. A Commu- 
nist Government controls the country. 

Through this Government, the 
Soviets would be in a position to close 
the Adriatic Sea. In case of another war, 
Russia, operating from Albania, could 
attack large Italian ports and airfields and 
bomb vessels moving into the Eastern 
Mediterranean. Such a threat to the Brit- 
ish life line is causing concern in London 
and Washington. 

Neither Britain nor the U. S. recognizes 
the Albanian regime of Col. Gen. Enver 
Hoxha (pronounced Hodja). But Hoxha 
has full Russian support through Yugo- 
slavia, a member of the United Nations. 

Yugoslav officers now are training Al- 

banias Army of 60,000 men. Training 
methods suggest that the Yugoslavs con- 
template using this Army as an auxiliary 
to their own. 
§ In strategy, Albania is in a position to 
make a large contribution to Russian se- 
curity. Although the nation is only the 
size of the State of Maryland, she looks 
across Sicily to African Tripoli, which 
the Russians once claimed; flanks Greece 
and its excellent submarine ports by sea, 
and opens the doorway through the 
Southern Balkans for Russian entrance 
to the Mediterranean. 

The importance of Albania’s coastal 
control of the Adriatic in theory recently 
was demonstrated in practice by Albanian 
shore guns These guns fired near British 
and Turkish vessels traveling the free 
waterways from the Adriatic into the 
Greek harbor at Corfu. The Albanians 
explained that they fired when they were 
unable to identify the ships. 

What Albania can do off the shores 
of Corfu, she can also do from her de- 
fenses on the Island of Saseno, only 47 
miles from the Italian shore. 
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Albania has strong defenses. Fortifica- 

tions were built by Italians and developed 
during the German occupation. High 
mountains, cut by steep valleys, run 
parallel to the shore line, obstructing the 
way into the Balkans. The value of Al- 
bania to Russia lies in its position. 
{In politics, Albania is important as a 
nation of sturdy farmers who have spilled 
over into neighboring countries. The AI- 
banians are independent people whose 
fight for survival on poor mountainside 
farms is carried on against a background 
of family feuds. 

These farmers make up 85 per cent 
of Albania’s population of a million. Their 
wealth before the war was measured in 
livestock and homes. During the German 
and Italian occupation, 50,000 of the 
people were killed and nine tenths of 
the livestock and 47,000 homes were lost. 

Albania now is being kept from star- 
vation by food and farm equipment 
provided by the United Nations Relief 
and Rehabilitation Administration. Hoxha 
complains that Albania is getting insuf- 
ficient supplies from UNRRA. This is 
one of his many complaints. Other com- 
plaints lead Albania into the tangled 
mass of Balkan politics with claims on 
her neighbors. 

Politics within the Balkan family are 
ignored by Russia, provided they do not 
jeopardize Russian control. 

Russia's interest in Albania is being 
guarded by Yugoslavia’s ruler, Josip Broz, 
(Marshal Tito). Tito recently called 
Hoxha to Belgrade to straighten out 
trouble arising from Albania’s claims on 
a southern part of Yugoslavia where 
600,000 people of Albanian origin live. 
The meeting ended in the announcement 
of a friendship pact. The leaders denied 
suggestions that the meeting presaged 
Albania’s entrance into the Yugoslav Fed- 
eration of States. 

Russia may prefer a separate Albania, 
if the current Albanian appeal for mem- 
bership in the United Nations is ap- 
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PREMIER HOXHA 
He has many complaints 


proved. Such membership would give 
Russia another vote in the United Na- 
tions. But Britain and the U.S. are re- 
luctant to admit a nation they do not 
recognize. 

Greece, a member of the U.N., fears 
Russia is sponsoring an anti-Greek Balkan 
federation to include Albania, Bulgaria 
and Yugoslavia. The Greeks say Albanian 
soldiers, with Bulgar and Yugoslav help, 
are raiding Greek frontier towns. Some 
25,000 peasants of Albanian origin, oust- 
ed from farms in Northern Greece, now 
live in UNRRA tents in Albania. They 
add to the dangers of a Balkan war in 
which pro-British Greece would clash 
with pro-Russian Albania, Bulgaria and 
Yugoslavia. ~ 

At home, Hoxha is strong. He organ- 
ized his elections early when respect for 
his underground leadership gave him 95 
per cent of the votes. New elections are 
not expected, so the Communist grip on 
Albania, through Hoxha, seems safe for 
the next few years. During this time, 
Albania will be more important than ever 
before as an instrument of a great power. 
{ Spearhead or obstacle. Albania could 
be either a spearhead for Russia’s inter- 
ests in the Eastern Mediterranean or an 
obstacle with which nations entering or 
leaving the Adriatic must reckon. Albania 
can close the Adriatic seaway to Trieste. 
Any plan for the permanent disposal of 
Trieste must consider Russia's new posi- 
tion at the Adriatic gateway. 
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THREE NATIONS SET UP 
LATIN-AMERICAN POOL 


Joint shipping corporation formed 
by Venezuela, Colombia and Ecuador 
may be pattern for economic blocs 


Venezuela, Colombia and Ecuador 
are heading toward an economic union 
that may set a pattern for similar regional 
blocs in other parts of Latin America. 

The three northernmost countries 
of South America already have estab- 
lished a joint shipping corporation and 
are exploring the possibilities of stand- 
ardizing petroleum and tariff legislation. 

The drift toward economic unity 
has been hailed in all three countries as 
a move toward fulfillment of Simon Bolli- 
vars dream of a “Gran Colombia,” em- 
bracing the territories of present-day 
Venezuela, Colombia and Ecuador. 

Promoters of the “Gran Colombia” idea 
have won popular support by picturing it 
as a shield against influence of powerful 
U. S. oil and shipping interests in the area. 
{| Joint merchant marine is to be a foun- 
dation stone of the new economic bloc. 
The three countries have just formed a 
unique, tri-national shipping company to 
be known as the Flota Mercante Gran- 
Colombiana, S.A. (Great Colombian 
Merchant Fleet, Inc.). 

The new company’s initial capital is 20 
million dollars, subscribed 45 per cent by 
Venezuela, 45 per cent by Colombia and 
10 per cent by Ecuador. Stock in each 
case will be 20 per cent government 
owned and 80 per cent private. 

Head offices have been established in 
Bogota, Colombia, with Colombian Al- 
varo Diaz, former Minister of Public 
Works, as manager. 

Plans are being made for eventual 
operation along three routes: between 
Venezuelan and Colombian Caribbean 
ports and the U: S.; between the Carrib- 
bean ports and Europe and between Pa- 
cific Coast ports. Initially, the joint fleet 
is.to carry about 400,000 tons a year. 

Equipment is the first problem the new 
company must solve. Seven vessels, prob- 
ably ranging in size from 3,000 to 5,000 
tons, are to be chartered at first to give 
the enterprise operating experience be- 
fore buying its own ships. 


Freight rates of the new company aie 
still to be announced. The promoters of 
the scheme hope to cut existing rates in 
half, but the big U.S. and British ship- 
ping interests that now handle most of 
the area’s business doubt whether the in- 
fant enterprise could successfully buck 
them in a rate war. 

Obstacles stand between the present 
blueprint stage and actual operation. 
Crews must be trained, ships must be ac- 
quired and the administrative framework 
still is to be set up. 

Progress is certain to be slowed by 
political change in all three countries. 
President Romulo Betancourt of Vene- 
zuela, who has taken the greatest initia- 
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tive in the scheme, is only the temporary 
head of his Government. The Colombian 
Government is to have a new President 
in August. The Ecuadoran Constituent 
Assembly is to name a new President in 
August or September. 

{ Real significance of the joint merchant 
fleet is this: It is the first step toward an 
economic federation of Venezuela, Co- 
lombia and Ecuador. Follow-up measures 
already are in prospect: 

Tariff revision to stimulate trade in 
the area now is being studied by a spe- 
cial committee of the Venezuelan Gov- 
ernment. Ecuador and Colombia have set 
up a joint technical commission for the 
same purpose. The three countries may 
form a customs union, which would 
abolish economic boundaries and convert 
Venezuela, Colombia and Ecuador into a 
single trading area. 

Petroleum legislation, that would apply 
uniformly to the whole area, has been 
urged by some officials, but this involves 
extremely thorny legal problems. 

How far the trend toward economic 
federation among Venezuela, Colombia 
and Ecuador will go nobody knows. But 
if the three Northern countries of South 
America do evolve a kind of union, an 
important precedent will have been 
established for the formation of similar 
co-operative arrangements in other parts 
of Latin America. 


Copyright, 1946, by World Report 
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PAN AMERICAN UNION REOPENS 
QUESTION OF NONINTERVENTION 


New declaration intended to block 
outside interference is sent to 21 
Republics for their comments 


The 21 American Republics, act- 
ing through the Pan American Union, 
have taken the first step toward a non- 
intervention policy intended to prevent 
any one country or group of countries 
from interfering in the affairs of another. 

This new move comes after the 
U. S. has been accused unofficially of 
trying to intervene in the recent presi- 
dential campaign in the Argentine. It 
comes also in the face of a plan by Uru- 
guay that calls for collective action 
against any American Republic that de- 
nies basic rights to its citizens. 

The nonintervention proposal is the 
most controversial of 18 sections con- 
tained in a draft declaration of the rights 
and duties of American states. This draft, 
prepared by a committee of the Pan 
American Union, now is in the hands of 
the American Republics for comments. 

Although the U. S. was represented on 
the committee that prepared the draft, 
later action on the nonintervention sec- 
tion is expected to bring out differences 
of opinion between the U.S. and Uru- 
guay, on one side, and most of the Latin- 
American countries, on the other. 

Under terms of the draft, “intervention 

by any one or more states, directly or in- 
directly, and for whatever reasons, in the 
internal or external affairs of another state 
is inadmissible.” 
“| Suspicions or charges of intervention 
have been leveled against at least four 
American Republics in recent years, de- 
spite the fact that various inter-American 
conferences have gone on record against 
this practice. 

Loudest charges against the U. S, have 
come from Argentina. Public addresses 
last year by Spruille Braden, then U. S. 
Ambassador in Buenos Aires, first caused 
Argentinos to raise protests of interven- 
tion. Braden’s addresses, made when Col. 
Juan D. Peron was preparing to run for 
the Presidency, championed the cause of 
democracy. Some Argentinos saw in them 
implied criticism of Peron and his associ- 
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ates and an attempt to create anti-Peron 
sentiment. 

Greater protests followed the publica- 
tion of a “Blue Book” by the U.S. State 
Department in February, a few days be- 
fore the Argentine elections. Based large- 
ly on captured German documents and 
the statements of former Nazi officials, 
the “Blue Book” implicated prominent 
Argentinos in dealing with Germany. It 
mentioned Peron as having attempted to 
get. German arms and ammunition for 
Argentina. 

Peron and his associates declared that 
publication of the book at that particular 
time constituted a definite attempt by 
the U. S. to meddle in the Argentine elec- 
tion. In addition, although at first Peron’s 
opponents welcomed the book, after the 
election they said it had hurt their cause. 
Some of them agreed with Peron that its 
publication had been an act of “interven- 
tion.” 
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URUGUAY’S LARRETA 
Advocates collective intervention 


Argentinos are not alone in their belief 
that these actions of the U.S. actually 
amounted to interference. Quiet but defi- 
nite agreement has been voiced in the 
capitals of some other Latin-American 
countries. 

Another charge of U.S. intervention 
grew out of an address by Ambassador 
Adolf Berle, in which he stated that he 
hoped President Getulio Vargas would 
permit the Brazilian presidential election 
to be held according to schedule. Vargas 
had other plans. But the address started 
a train of events that ousted Vargas, and 
the election was held. 

The U.S., however, has not been the 
only target of intervention suspicions 
within the last three years. -Mexico has 
been suspected of furnishing arms to 
Central American Revolutionists. E] Sal- 
vador has charged that Guatemala made 
guns available to a group of dissident 
Salvadorans. 

It also has been established that mem- 

bers of the Argentine military Govern- 
ment helped to plan the revolution that, 
at the close of 1943, overthrew President 
Enrique Penaranda of Bolivia. 
{| Collective intervention, advocated by 
Foreign Minister Alberto Rodriguez Lar- 
reta of Uruguay, is the target of opposi- 
tion, despite the fact that its objective 
would be to safeguard the rights of peo- 
ples of the Western Hemisphere. Part of 
this opposition springs from fear of any 
kind of interference, even when its pur- 
pc.es are constructive. 

The Uruguayan plan would provide for 
collective, multilateral intervention by the 
American Republics against any of their 
number who was denying the basic free- 
doms to its citizens, permitting conditions 
to exist that constituted a threat to other 
nations, or failing to keep inernational 
commitments. The intervention could 
take any form that the American Repub- 
lics agreed upon, including the use of 
armed force. 

The U.S. attitude toward this plan is 
agreement in principle, subject to safe- 
guards designed to prevent its use for 
selfish purposes. 

U.S. reasoning, as set forth by Secre- 
tary of State James Byrnes, is that “the 
established principle of nonintervention 
by one state in the affairs of another 
should not shield ‘the notorious and re- 
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Pan American union’s governing board on White House visit. Left to right, front row: Spruille Braden, U. S.; Rafael 
Arevalo Martinez, Guatemala; President Truman; Dr. Luis Quintanilla, Mexico; Dr. Antonio Rocha, Colombia. Rear: 
Dr. Joao Carlos Muniz, Brazil; Dr. Pedro de Alba, assistant director; Don Rodolfo Garcia Arias, Argentina; Dr. L. S. 


Rowe, director; Dr. Juan Bautista Lavalle, Peru, and Dantes Bellegarde, Haiti. 


peated violation by any Republic of the 
elementary rights of man and of the citi- 
zen nor the nonfulfillment of obligations 
freely contracted by a state with respect 
to its external and internal duties which 
entitled it to be an active member of the 
international community.’ ” 

The U. S. position is, further, that vio- 
lation of the elementary rights of man by 
a government of force and the nonfulfill- 
ment of obligations by such a government 
“is a matter of common concern to all the 
Republics. As such, it justifies multi- 
lateral, collective action after full consul- 
tation among the Republics.” 

In contrast with the U.S. attitude, 
most Latin-American countries oppose in- 
tervention of any kind and for any pur- 
pose. 

Especially feared and hated is armed 
intervention by a single country in the 
affairs of another. U.S. acts that took 
place years ago still are fresh in Latin- 
American minds and are largely respon- 
sible for this fear. 

Speedy U.S. recognition of the new 
Republic of Panama by the Theodore 
Roosevelt Administration is remembered 
with resentment: So are the sending of 
U.S. marines into various Caribbean 
countries, the landing of U.S. blue- 
jackets at Veracruz and the Pershing puni- 
tive expedition into Mexico. 

This fear carries over into the field of 
collective intervention. Most Latin-Ameri- 
can countries are afraid that joint inter- 
vention might be made the cloak for acts 


of aggression. Most of them have had, at 
one time or another, governments that 
would have made their countries liable 
to intervention under the Uruguayan 
plan. Most of them also are jealous of 
the freedom from armed U.S. inter- 
vention that they now enjoy. 

Thus, Mexico was one of the first to 
speak out flatly against the Uruguayan 
proposal. Argentina denounced it roundly 
as undemocratic and an encroachment 
upon sovereignty. And, while a few Latin- 
American voices have been raised in qual- 
ified defense, the prevailing attitude is 
unfavorable. 

No reference to the Uruguayan plan is 
contained in the draft submitted by the 
Pan American Union. However, in their 
comments on the draft, the American Re- 
publics will state, at least by inference, 
their attitudes toward the Uruguayan pro- 
posal. 
| Differences of opinion are likely also 
on the principal economic section of the 
draft. This section declares that “the 
American states proclaim the principle of 
equality of access to the trade and 
raw materials of the world and to the 
producers’ goods which are needed for 
their industrial and commercial develop- 
ment.” 

In order to realize these aims, this sec- 
tion declares, “the American states recog- 
nize the duty to co-operate for the pre- 
vention or elimination of unjust discrimi- 
nations; to reduce barriers injurious to 
international trade; to avoid practices 


which obstruct international trade and to 
eliminate excesses which may result from 
economic nationalism.” 

The trend in Latin America now is 
toward raising trade barriers rather than 
toward lowering them. Mexico and Argen- 
tina, especially, are going in for higher 
tariffs and other trade restrictions in their 
attempts to become more nearly self- 
sufficient economically. Other countries 
are following similar policies, although 
to a lesser degree. The movement to- 
ward economic nationalism in Latin 
America is stronger now than it has 
ever been before. The United States, 
however, is pushing for the lowering of 
trade barriers. 

Other sections of the draft are less 
likely to evoke differences of opinion, 
since they deal with such subjects as the 
juridical equality of states, the inviolabil- 
ity of territory, the repudiation of the use 
of armed force and the settlement of dis- 
putes by peaceful procedures. 

§ Comments of the American Republics, 
which the Governing Board of the Pan 
American Union has requested, will be 


the basis for the preparation of a final. 


draft of the declaration. This, in turn, will 
be submitted for action to the Ninth 
International Conference of American 
States, to be held next year in Bogota, 
Colombia. 

Sharp cleavages are to develop on the 
subject of intervention. And, in the long 
run, the odds are in favor of reaffirmation 
of the principle of nonintervention, 
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7- POLAND HE 21 victorious nations of World War II are the ¥ 


. SOUTH AFRICA 3 authors of the peace treaties which will settle the 

a size, shape and future of the five vanquished satellites & 
. YUGOSLAVIA 3 of Nazi Germany for years to come, Major questions # 
UKRAINE 4 already have been agreed upon by the Foreign Mins } 

= isters of the United States, Great Britain, Soviet Rus+’ 
sia and France, and drafts of the proposed treaties 
prepared. : 

Now each pact must be ratified by those countries | 
which physically contributed to the defeat of each of the | 
losing nations. 

Nine victors will sign all five peace pacts io be negoti- 
ated and signed. They are: Great Britain, and the se 
monwealth nations of Australia, New Zealand, India, an 
South Africa; Soviet Russia and the Soviet Republics 
Byelorussia and the Ukraine; and Czechoslovakia. ; 

The United States will sign all but the Finnish pact, oa 
Canada all but the Bulgarian treaty. | 
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the f} Norway will sign none of the pacts. 
the € Other Allied countries which played a role in the vic- 
ites @ tories over Italy, Hungary, Romania, Bulgaria or Finland 
ons 7 Will sign only those treaties, as shown by the listing of 
ins } their names beneath the maps of the defeated nations in 
us ¥- the Worldgraph. 
ties} = Outstanding settlements to be incorporated in the vari- 
_} us treaties—in addition to lesser decisions to be made— 
ries 4} are: 
the | ITALY: Adriatic port of Trieste to be internationalized 
"} under the United Nations; most ‘of the Province of Ve- 
oth | nezia Giulia given to Yugoslavia; adjustments in the 
mis} French-Italian boundary with the villages of Briga and 
ind ¥ Tenda going to France; assignment of the Dodecanese 
5 Oh Islands off the coast of Turkey to Greece; reparations of 
x $100,000,000 to be paid Soviet Russia from current pro- 
nd | duction, dismantled war plants and assets abroad; re- 


+} Rouncement of Italian sovereignty over African colonies 
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ll Sign the Peace Treaties 


with their future status to be decided by the U.N.; re- 
duction of the Italian fleet. 

ROMANIA: Recognition of the transfer of Bessarabia 
and Bukovina to Soviet Russia; recognition of Bulgaria's 
retention of South Dobruja; return of Transylvania— 
which was transferred to Hungary by Hitler; agreement 
on freedom of navigation on the Danube. 

HUNGARY: Loss of Transylvania to Romania; reduc- 
tion of the Hungarian Army. 

BULGARIA: Retention of South Dobruja, area south 
of the Danube River, which had been claimed by Ro- 
mania. 

FINLAND: Loss of the Karelian Isthmus, north of 
Leningrad, and of the Arctic port of Petsamo, to Soviet 
Russia. 

The major peace treaties with Germany and with 
Japan will not come before the present Peace Confer- 
ence in Paris. 
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(In the world-wide discussion 
which accompanied the development 
and organization of the United Na- 
tions, the most widely acclaimed 
characteristic distinguishing it from 
the League of Nations was the fact 
that there was force behind it. 

WORLD REPORT here presents 
a brief analysis of the military power 
of the United Nations, derived from 
discussions with military and diplo- 
matic authorities.) 


2 Seve PERMANENT BASIS of the military 
power of the United Nations lies in 
those articles of the Charter which pro- 
vide that: 

(a) The Security Council may take 
such action by air, sea or land forces as 
may be necessary; 

(b) All member states will make 
available to the Security Council armed 
forces assistance and facilities, includ- 
ing rights of passage; 

(c) Such resources will be provided 
in accordance with special agreements 
to be negotiated as soon as possible be- 
tween member states and the Security 
Council; 

(d) A Military Staff Committee shall 
advise and assist the Security Council 
on all questions relating to its military 
requirements and shall be responsible to 
the Council for the strategic direction of 
any armed forces placed at its disposal. 

(e) Enforcement action by the Se- 
curity Council involving military force 
will require the affirmative vote of seven 
members, including all permanent mem- 
bers—in other words, it is subject to the 
veto. 

As a transitional arrangement, the 
Charter provides that, until adequate 
military forces are available to the U. N., 
maintenance of peace is a function of 
the five great powers. 

The Charter also provides that noth- 
ing in it shall invalidate or preclude 
action in relation to former enemy states 
taken as a result of the war by the gov- 
ernment responsible for such action. 
This means that the U.N. has no re- 
sponsibility concerning former enemy 
states unless and until so provided in a 
peace treaty and so accepted by U.N. 

In general, these features of the Char- 
ter date back to the early days of the 
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discussions. The only essential differ- 
ences concerning them which existed 
among the three great powers at Dum- 
barton Oaks mvolved the source and 
status of the military forces of the 
Council. In these discussions, the U. S. 
and Great Britain favored a system in 
which the quotas of military forces 
would maintain their national character, 
except when actually called into U.N. 
service under the Security Council to 
meet a specific situation. 

Russia, on the other hand, favored 
a permanently organized international 
force, in which forces contributed by 
the several nations would lose their 
national character from the start, and 
would remain under the Security Coun- 
cil, whether or not required for some 
specific action. With minor concessions, 
the U.S. and British view, supported 
by China, prevailed. 

It must be recognized, of course, that 
the above provisions of the Charter 
were written before the atomic bomb. 
Nevertheless, they are worded in such 
general terms that to fit the bomb into 
the Charter will be less difficult than 
to solve the control of the bomb itself. 
The “agreements” eventually made will, 
of necessity, be consistent with any 
control arrangements for nuclear energy 
and conversely such arrangements must 
be consistent with the Charter, modi- 
fied if necessary to conform. 


CONDITIONS FOR SUCCESS 


The above outline indicates the 
planned structure of the military power 
of the U.N. If it is to succeed in en- 
forcing world peace and security, two 
conditions must be met: First, the plan 
for the structure must be implemented; 
and, second, the means provided by the 
plan, when and as implemented, must 
be adequate for the purpose intended. 

The first of these essential conditions 
is recognized in one of the rare phrases 
in the Charter which indicates urgency: 
“The agreements (for forces, assistance 
and facilities) shall be negotiated as 
soon as possible, on the initiative of the 
Security Council.” 

Unfortunately, more than a year after 
San Francisco and six months after its 
first meeting in London, the Security 
Council has made practically no prog- 


ress toward the agreements. Responsi- 
bility for the delay lies with the Mili- 
tary Staff Committee,- and specifically 
with Russia, whose representatives on 
that Committee have consistently re- 
fused to come to grips with the prob- 


_ lem. 
The studies of possible quotas by the 


several powers have not been divulged. 
In general, however, it may be assumed 
that: 

(a) Initially quotas would be fur- 
nished by the great powers; 

(b) Naval and strategic air forces 
would be predominantly U. S. and Brit- 
ish; 

(c) Ground forces and tactical air 
forces would be furnished principally 
by the other great powers; 

(d) Facilities would be an impor- 
tant part of the contributions; 

(e) A reasonable estimate for a U. S. 
contribution would be: 2 combat di- 
visions, 1 service division, 1 airborne 
division, 1,000 planes, 2 battleships, 
4 carriers, 6 cruisers, 18 destroyers and 
appropriate auxiliary vessels; 

(f£) Total forces from the great pow- 


ers would be roughly 800,000 men. - 


It is apparent that it will be a long 
time before the agreements for forces, 
facilities and assistance can be prepared, 
approved by the Security Council and 
ratified by the nations concerned. The 
element of over-all uncertainty due to 
the atomic bomb will tend further to 
delay what in any case would be a long 
and tedious process. 

Meanwhile, it is interesting to note 
that the tentative agreement concerning 
Trieste places responsibility for its se- 
curity with the U.N. In doing so, it is 
apparently assumed that the U.N. will 
have forces adequate for this purpose 
available within 90 days after the treaty 
is signed. This assumption would seem 
unwarranted at this time. 

The second condition essential to suc- 
cess of the system is adequacy to meet 
its responsibilities. As regards this ques- 
tion, one finds a surprising lack of in- 
telligent and frank discussion. It would 
almost appear that it is one of those 
situations which involves such high 
hopes and such insurmountable diffi- 
culties that by common consent it is 
glossed over or ignored. 
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Why the Security Council’s ‘Police Force’ 
May Be Incapable of Maintaining the Peace 


If the objective of the military power 
of the U.N. is to act as a police force, 
to suppress or prevent breaches of the 
international peace which do not pres- 
ently or ultimately involve one of the 
great powers, it probably will be ade- 
quate for the purpose intended. 


TWO FORMS OF VETO 


On the other hand, if its objective 
is, as declared, to maintain the peace 
and security of the world, which obvi- 
ously must include prevention of a 
major war, the military power of the 
U.N. is entirely inadequate, for two 
reasons: 

The first reason lies in the veto pro- 
visions of the Charter. The veto power 
does have definite advantages. It pre- 
vents employment of a nation’s military 
forces in an undertaking which that 
power does not approve—a fact- often 
overlooked by the U.S. advocates of 
abolishing it. It provides a legal means 
of preventing enforcement action which 
a great power disapproves, without dis- 
rupting the U.N. by the withdrawal 
and possible use of force by that power. 
It was a prerequisite to the great powers 
accepting the Charter. 

Nevertheless, the veto power, by its 
very nature, prevents the U.N. from 
using its military strength against a 
great power, or any of its satellites— 
the very cases which would most di- 
rectly threaten a major war. 

The second reason why the planned 
military structure of the U.N., in the 
last analysis, is incapable of maintaining 
world peace and security is that what- 
ever the size, strength and composition 
of the U.N. forces, they could not de- 
feat or coerce either the U. S. or Russia. 
The fact is that, whatever the legal 
status of the veto, these two nations in 
their inherent power possess a de facto 
veto. There are those who will debate 
this statement, but in doing so they 
place their judgment in a military mat- 
ter against that of the highest military 
authorities. They also expose themselves 
to the comment that both Napoleon and 


Hitler thought Russia could be “co-— 


erced.” 

There remains to be examined the 
effect of the atomic bomb on the ques- 
tion of the military power of the U.N. 


The subject is still in process of develop- 
ment, but there are three approaches 
which may profitably be considered. 

The first looks upon the bomb as 
just a superweapon, to be made avail- 
able with national contingents in the 
same manner as battleships or planes. 
This would mean merely that the U.N. 
forces and the few nations which could 
afford bombs would be equipped with 
them. This situation would in no way 
affect the limitations imposed by the 
veto provisions of the Charter. 

As regards the inherent ability of 
Russia and the U. S. to prevent effective 
military action against them, atomic 
bombs in the hands of the Security 
Council would have little practical ef- 
fect. For reasons peculiar to the bomb, 
it would probably be possessed in any 
quantity only by the U.S. and Russia. 
The matter would reduce itself, there- 
fore, to whether the quota of bombs 
furnished to the U.N. by the U.S. 
would suffice to coerce Russia, or vice 
versa. It is very doubtful that it would, 
but, were such coercion attempted, the 
U.N. would be reduced to the absurd 
position of starting a world war to pre- 
vent a world war. 

The second approach to the matter 
of the bomb and the U.N. is to provide 
that possession of the atomic bomb be 
limited to the U.N. Aside from the 
doubtful effectiveness of U.N. atomic 
bombs in coercing Russia and the U. S., 
there are two great difficulties in this 
proposal which would have to be sur- 
mounted. The first is that of adequate 
safeguards and inspections; the second 
that of where the bombs could be made 
and stored to the satisfaction of all 
parties. 

The third approach to the subject of 
the atomic bomb and the U. N. lies 
in the proposals now under discussion in 
the Atomic Energy Commission. It re- 
mains to be seen what will develop 
from those discussions. It must be point- 
ed out, however, that the much-dis- 
cussed matter of the legal veto is not 
of vital importance, as concerns Russia 
and the U.S.—since these nations in 
their inherent strength possess an actual 
veto, legal or not legal. Furthermore, 
whatever tke control treaties may say, 
the U.N. will be entirely incapable of 


effective coercive action against either 
Russia or the U. S. 

The great virtue of the U.S. pro- 
posals is that their acceptance will indi- 
cate a hitherto unattainable degree of 
international co-operation which, if 
maintained, should ultimately bring un- 
der control not only the bomb, but all 
other forms of war. 


CONCLUSIONS 


(a) Six months after the first meet- 
ing of the Security Council, no progress 
has been made in implementing the 
provisions of the Charter for providing 
military forces to be available to the 
Security Council. 

(b) This lack of progress is due pri- 
marily to the delaying tactics of the 
Russian members of the Military Staff 
Committee. 

(c) Meanwhile, responsibility for 
maintaining world peace and security 
rests with the five great powers. 

(d) The Charter’s veto provision, 
while possessing certain substantial ad- 
vantages, in practice will limit the use 
of military force by the U.N. to-action 
against minor, non-satellite powers. 

(e) Whether or not the Charter pro- 
vided for a veto, Russia and the U. S., 
in their inherent strength, each possesses 
an effective veto against attempted co- 
ercive action directed at them by the 
U.N. ' 

(f) The atomic bomb, if made avail- 
able to the Security Council as part of 
the national contributions, would not 
materially alter the limitations on the 
effectiveness of the U. N. military forces 
as imposed by the veto provisions of 
the Charter. 

(g) The concept of the atomic bomb 
as a dominant weapon, exclusively in 
the hands of the U. N., is impracticable 
of attainment. 

(h) The U.S. proposals now under 
discussion have two defects: (1) In 
proposing to abolish the veto, they 
ignore the fact that the U.S. and Rus- 
sia have a power of actual veto which 
cannot be abolished; (2) They contem- 
plate “punitive action” under certain 
conditions which is entirely beyond the 
capabilities of the U.N. as regards 
Russia and the United States—the two 
nations most concerned with atomic 
bombs. 

(i) Finally, and in summation, the 
military power of the United Nations 
is, and, notwithstanding the atomic 
bomb, will continue to be, incapable 
of maintaining world peace and security 
by force. 
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WHY WOOLEN GOODS 
REMAIN EXPENSIVE 


Raw surplus held back to prevent 
ruin for growers. Use of stocks 


on hand will require 10 years 


The world has more wool on hand 
today than it knows what to do with 
economically, yet woolens remain in short 
supply and carry expensive price tags. 

This paradoxical situation, so puz- 
zling to consumers, stems from the acute 
dislocation of the wool industry during a 
war which saw surplus raw stocks built 
up to such.a peak that their disposal will 
require another 10 years. 

For the two largest owners of raw 
wool—the British Empire and the United 
States—the big surplus poses a problem 
of first magnitude. To dump the old 
stocks on the world market would mean 
ruin for most wool growers who still 
must sell their yearly crop. So a solution 
is being worked out in terms of a gradual 
liquidation program, coupled with an 
intensive campaign for increased con- 
sumption of woolen goods throughout 
the world. 

{_ The stock pile: Wartime accumulation 
of raw wool sent surplus supplies to the 
record total of 4,015,000,000 pounds by 
June 1945. This was three times the 
world’s supply in 1939. The governments 
of the British Empire hold title to more 
than three fourths of this surplus. The 
U.S., Argentina and Uruguay account 
for the rest. 

© The causes: World War II eliminated 
Germany and Japan, both heavy wool 
users, from the list of import customers. 
Germany’s blitz conquest of Western 
Europe likewise removed additional 
market sources for the duration. 

Besides these major factors, there were 
such contributing influences as buying 
either for military purposes or to deny 
enemy nations. supplies, and the sharp 
curtailment which wartime restrictions 
imposed on civilian consumption of 
woolen goods. 
© The cures: Britain is concerned primar- 
ily in the successful solution of the exist- 
ing problem, for it affects her three major 
wool-growing Dominions—Australia, New 
Zealand and South Africa. The U. S., with 
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a much lesser stake, is scarcely less pre- 
occupied. 

British approach to the problem has 
resulted in formation of United Kingdom 
Wool Disposals, Ltd., a private company 
closely linked to the London Government 
and those of the three wool-growing 
Dominions. By a system of so-called re- 
serve prices, similar to U. S. floor prices, 
a minimum is planned that will enable 
wool growers to market current clips at 
a reasonable figure. 

The intention is to maintain these 
prices at a level about equal to the present 
average selling prices, although the ar- 
rangement is to be flexible in the expecta- 
tion that Australias September wool 
auctions—the first since the war—will set 
a final price pattern. 

Through these reserve prices, Wool 
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ADDING TO THE SURPLUS 
The growers are just as puzzled 


Disposals plans to guarantee growers the 
purchase of any of their crop not bought 
by independent buyers. The program also 
calls for the gradual release of surplus 
stocks as demand and timing warrant, 
without upsetting the current market. 

U. S. difficulty is that American sheep- 
men claim they lose money on every 
pound of wool they grow, due to high 
production costs and other factors. They 
cite the fact that U. S. manufacturers 
currently use more than 80 per cent 
imported wools. This domestic situation 
has had the result of bringing before 
Congress a wool bill to guarantee growers 
a subsidy and a minimum price market 
for their clip until 1950. 

{| The helps: Greater wool consumption 
heads the list. Both Britain and the U. S. 
contemplate technical and promotional 
programs geared to this end. Australia, 
whose economy is so closely tied to wool, 
also is fostering a research campaign. 

This over-all effort has the advantage 

of wartime advances in shrinkageproof 
processes and blends. The U.S. Army, 
for example, utilized a simple process to 
cut shrinkage in wool socks from a 
ruinous 25 per cent to a negligible 5 per 
cent. Quartermaster officers see this as 
heralding the day when all woolens will 
be shrinkproof. In woolen blends, im- 
portant gains have been made in manu- 
facture of women’s wear, a profitable 
new line the industry is expected to do 
its best to keep. 
§; Consumer prospects for woolen goods 
meanwhile can be counted on for slow, 
steady improvement. The demand is still 
high. Britain, for example, held civilians 
to 35 per cent of peacetime consumption 
during the war years, thus creating a 
heavy consumer backlog. Although there 
was no clothes rationing, the U.S. has 
a comparatively strong demand which 
is being built up further by the high leve} 
of purchasing power. And there are the 
unfilled needs of Europe’s continental 
nations which were cut off from wool 
supplies throughout most of the war. 

The wool processing industry is still 
unequal to postwar demands, hence the 
scarcity and high cost of the finished 
product. Britain, normally a big producer 
of woolen goods, cut the number of mill 
workers 50 per cent in the war and manu- 
facturers have yet to regain a peacetime 
footing. In the United States, the in- 
dustry requires further reconversion to 
remove the bottlenecks to high-gear pro- 
duction. 

This slow return to balance in the 
woolen industries explains the high cost 
factor, which now plagues consumers and 
which may be aggravated by further ad- 
vances in the world wage-price situation. 




































Prospects now are for further upsets in the delicate balance of 
raw material prices, wages and industrial production. 

Commodity prices may be topping off in the United States, but 
markets elsewhere still show climbing tendencies. This trend is seen in 
world prices of essentials--coffee, cocoa, sugar, pepper, beef, hides, 
lumber. 

Joint purchasing of fats and oils in Argentina is planned by 
Britain, France, Denmark and Holland to try to stabilize prices. 

World tin prices willsoon reflect sharply higher prices being 
offered by the U.S. for Bolivian production. 

Upward movement of prices for key products affecting workers in 
many countries is leading inevitably to higher wage demands. 














So, naturally, a new strike wave is gathering momentum..... 

In France, employers, workers and the Government are haggling 
over higher wages, living costs, rations, more consumer subsidies. 
Major strikes are threatening to interrupt the favorable record made 
in French industrial production since the liberation. 

In Italy and India, there are widespread strikes. 

In Canada, the steel strike caps a series of stoppages in other 
industries, may be a forerunner of others. 

In the U.S., Round Two of big strikes is just waiting for the 
gong. Labor-management conferences will be the first step. 

In other industrial countries, strikes are a certain aftermath as 
prices climb to a new plateau. Leapfrogging prices and wages will sap 
production initiative. Inflationary gap between goods available and 
demand then widens, bringing further price and wage pressures. 

The Belgian Government recently settled a wave of strikes by decree- 
ing a 10 per cent cut in prices and keeping wages stable. Few governments 
can afford to be so drastic. 




















Price advances will complicate the windup of the UNRRA buying 
program in the U.S., means smaller quantities of wheat and other 
products can be bought.for a given number of dollars. 

UNRRA's end will be discussed at Geneva starting August 5. 
UNRRA's job will be taken over by a new relief organization with more 
emphasis on world needs, less on needs of the Russian satellites. 
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The Stockpiling Act, just signed by President Truman, may lead 
to international repercussions. 

"Buy American" clause in tne Act requires that preference be 
given purchases of strategic materials from U.S. producers. 

Other countries, U.S. State Department officials fear, may cite 
this as discriminatory treatment, inconsistent with U.S. policies 
calling for the elimination of trade preferences and barriers. 

But purchases in the U.S. will not bulk large. The U.S. has become 
largely a "“have-not" nation in strategic commodities. 

Purchases for the stratcgic stock pile will be under military 
control. Civilian agencies in Washington hope buying will be cautious. 

Many products to be stockpiled--copper and lead, palm, castor and 
rapeseed oil, cordage fibres--are very short. 

Hence, world prices are likely to react sharply to attempts to 
buy in quantity. 

Details on the Stockpiling Act appear on page 12. 

















British overseas trade continues its impressive showing; July's 
exports are probably a new high record. 

First-half exports were 58 per cent above the 1938 level. 

Imports in the same period pushed 26 per cent higher. 

At the present rate, imports this year will exceed exports by 
$1,400,000,000, smaller than the unfavorable balances of $1,900,000,- 
000 in 1938 and $2,600,000,000 last year. Loan dollars will come in 
handy to cover the trade deficit this year. 














Here is the picture in a nutshell on British exports: 

Workers on export goods are three times as numerous as a year 
ago. One sixth of all workers in British NE, BOTT TE industries now 
make export products. 

The cream of British production goes to export markets. 
Although the British could use everything they produce, they send 
abroad a quarter of their production of vacuum cleaners, electric irons 
and radios, half of their output of cutlery, motorcycles, automobiles. 

Sales efforts overseas have been concentrated particularly on _ 
these items: iron and steel products, hardware, electrical goods, 
machinery, vehicles, chemicals and drugs. 

As an example of British accomplishments, take the chemicals and 
drugs field in which U.S. competition is strong. 

As compared with 1938, British exports of chemicals this year 
have doubled to Australia, Brazil, India, South Africa; tripled to 
Malaya, Norway, Argentina, Colombia; quadrupled to Finland, The Neth- 
erlands, Sweden; even greater increases were shown for Central Europe, 
Belgium, Spain and the Middle East. These will be startling figures 
for the average businessman. 

Similar increases of a phenomenal nature could be cited in other 
lines. The only countries with which there is consistently less trade 
than in 1958 are the enemy countries, Russia and her Balkan satellites. 
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AS PART OF OCCUPATION WORK 


Japan’s international trade totals 
100 million. dollars for 3 months. 


Germany’s exports are negligible 


The United States Army now is 
carrying on a large-scale export-import 
business in Europe and Asia as part of 
its occupation activities. 

Products of areas occupied by 
U.S. troops are being shipped out and 
sold, through the occupation commands, 
at the rate of about 25 million dollars 
a month. The volume of this business 
may rise to 40 million dollars a month 
by the end of this year. 

Purpose of the U.S. in reviving 
the trade is to make the occupied areas 
self-sufficient. The U. S. Government has 
been supplying food and other neces- 
sities to prevent starvation, disease and 
unrest among the impoverished popula- 
tions under U. S. military rule. The cost is 
estimated at nearly 500 million dollars 
a year. Income from the international 
commerce that the Army is carrying on 
is paying for part of the direct relief. 

Rigid control is maintained by chan- 
neling the trade exclusively through the 
U.S. occupation commands and govern- 
ments of the purchasing countries. The 
control system is to be continued indefi- 
nitely, although the U.S. intends even- 
tually to turn the trade back to private 
enterprise. 

First products sent from the occupied 
areas have been raw materials needed 
by Allied industries. U.S. policy, decided 
by the State, War and Navy departments, 
is to encourage also the exportation of 
semifabricated and finished articles. Op- 
position to admitting these articles into 
the American market already is being 
raised by a few manufacturers. 

Army economists working with the 
U.S. Department of Commerce are sur- 
veying the American markets to determine 
the types and quantities of Japanese and 
German products that can be absorbed 
without injury to domestic producers. 
Results of the study may determine the 
extent to which the international trade 
of Japan and Germany with the U.S. 
will be permitted to develop during the 
Allied occupation. 


§ Japan, rapidly building up a limited 
international trade, has exported products 
with an estimated value of 100 million 
doilars during the past three months. 
This sum is an increase of 50 per cent 
over shipments made during the first 
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quarter of 1946. Yet the Japanese now 
are working on an ambitious program of 
400 million dollars worth of shipments 
during the second half of the year. 

In order to pay for food and other 
essentials they cannot produce at home, 
the Japanese will have to earn about 400 
million dollars worth of foreign credits 
annually. That figure is based on esti- 
mates made by the economic section of 
the Supreme Command for the Allied 
Powers. Main items in the present trade 
are raw silk sold to the United States, 
which provides about one third of the 
total dollar value, and other raw ma- 
terials that go to China, Korea and Hong 
Kong. 


Further expansion of Japanese exports 
will have to be made chiefly through the 
sale of processed products. The occupa- 
tion command proposes to limit the types 
and volume of manufactured items, and 
to direct them into specific markets where 
they will not compete severely with 
domestic products. 

Porcelain, for example, is earmarked 
for sale in the U. S. Objections raised by 
American manufacturers are being met 
with the assurance that the Japanese 
products are to be only expensive china- 
ware and expensive art objects which are 
not produced in the U. S. Japan will not 
be permitted to export the cheap ceramics 
with which she flooded world markets 
10 years ago. 

Toys are to be restricted to a small 
volume of extremely cheap products. The 
Army’s economists believe these will be 
taken up by low-bracket buyers who are 
unable to purchase even the least expen- 
sive domestic articles. 

Other Japanese goods that the Army 
thinks it can place in the American mar- 
ket are silver art work, high quality 
lacquer, cloisonne, expensive hand em- 
broidery, Japanese lanterns, mother-of- 
pearl buttons, pearls, straw braids, bam- 
boo articles, angora rabbit wool and 
Yoshino paper, a handmade product used 
for stencils. 

Samples of these products from Japan 
will be exhibited in New York in the 
autumn, probably early in October. 
American dealers, who are interested 
then, will be able to order through the 
U. S. Commercial Company, a U. S. Gov- 
ernment agency that handles all ship- 
ments of goods from occupied areas into 
this country..: 

Meantime another survey is being 
made in Southeast Asia to determine 
what products from Japan are needed 
there. Manufactured items to be sold in 
that area probably will include cheap 
bicycles, cameras, radio sets, chinaware 
and celluloid products. 3 

Cotton textiles, for which there is a 
demand throughout Asia, already are 
being manufactured in Japan with about 
2 million spindles and numerous looms 
that survived the war. The U.S. has 
supplied about 300,000 bales of raw cot- 
ton and will take title to 60 per cent 
of the textiles for release in the Far East- 
ern markets. The remaining 40 per cent 
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U. S. Army economists would provide the magic for outlets 


will go to the Japanese for domestic use. 
"In Germany, exports from the U.S. 
zone of occupation are small. Their total 
value up to mid-June is estimated at 
$6,750,000 of which 6% million dollars 
consisted of hops, potash, salt and lum- 
ber. Shipments into the zone amount to 
about 200 million dollars annually. 

The U.S. Office of Military Govern- 
ment for Germany, is studying sales pros- 
pects in America on a long-range basis, 
since the zone’s production of raw ma- 
terials is small and its manufacturing 
industries have limited possibilities. The 
principal items considered for sale in 
America are porcelain, toys and optical 
instruments. Handicraft items and leather 
goods will be available sooner but in 
small quantities. Military Government is 
trying to place these products in Europe, 
also, by contacting former buyers there 
and sponsoring an export products exhi- 
bition at Munich 

Export products will not be manu- 
factured in large volume for a long time, 
as the production of the zone’s damaged 
industries, though slowly rising, had 
reached only 26 per cent of capacity by 
June 1. Production still is far below local 
requirements. 

A serious obstacle to recovery is isola- 
tion of the four occupation areas. Indus- 
try in the U.S. area formerly depended 
on materials from other parts of Germany 
which now cannot enter owing to zonal 
trade barriers. Efforts to restore Ger- 
many’s economic unity have failed, but 
discussions being held by the U. S., Brit- 
ish and French commands may result in 
the free movement of products among 
three of the zones. 

{ In Austria, the U.S. Army zone is so 
small that it cannot operate as an eco- 
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nomic unit and there are virtually no 
prospects of establishing international 
trade. About the only source of dollar 
credits is the sale of local products 
through the Army command to the occu- 
pation troops as souvenirs. 
{ Korea, although not an enemy country, 
is occupied by the U.S. and Russia. 
There is no trade between the two occu- 
pation zones and Korean economy is suf- 
fering severely as a result. 

The U.S. zone in Southern _— is 
mostly agricultural. Its exports this year 
have consisted of about 400 tons of fish 
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and sea slugs and a small quantity of salt, 
all of which was sent to Japan. 

If Korea is to be divided permanently, 
the export trade of the Southern area 
never will reach a large volume and will 
be limited to food, maritime products 
and perhaps raw silk. It is doubtful 
whether these exports ever will be suf- 
ficient to pay for coal and manufactured 
products that Southern Korea now is 
forced to import from Japan. Reunion 
of the zones would give the country a 
good economic balance, since there are 
factories and natural resources in the 
North that could supply domestic re- 
quirements and produce a surplus for 
international trade. 

Although a few American firms are 

becoming interested in trade with Korea, 
the exports and imports still are being 
carried on entirely through the U.S. 
Military Government. 
{| Private trade with former enemy coun- 
tries must wait. How soon the U. S. Army 
will be able to abandon its activities in 
international commerce is a question. 
None of the zones can be reopened to 
private traders until an open rate of 
exchange is established between the zonal 
currency and other currencies. No area 
is likely to be opened until its economy 
has been stabilized. 

In Japan, where the change may come 
first, the transition to private enterprise 
is expected to be gradual, with a few 
firms at a time being licensed to carry 
on restricted trade. Prospects for Ger- 
many, Austria and Korea are obscure, 
as none of the zones has made much 
progress toward recovery. 

The chances are that the U.S. Army 
will be a big business outfit for several 
years to come. 


PRIMITIVE EXPRESS IN SOUTHERN KOREA 
Reunion with the Northern zone would stabilize economy 
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P ersonalities DE GASPERI: Battles to Save Frontiers 


yee Is DEPENDING upon a mountain- 
climbing politician from the South 
Tyrol to win a better peace from the 
Allies at the Paris Conference. Premier 
Alcide de Gasperi started his political 
career at 17 as a fighter for the return 
of lost territories to Italy. Now, at 65, he 
is grappling with the same thing—Allied 
territorial demands upon his country. 

A frenzied battle as a youth with a 
maddened bird high in the Dolomites 
permanently scarred De Gasperi’s face, 
but failed to shake his enthusiasm for 
mountain climbing. He has clung just as 
tenaciously to his political beliefs in the 
face of Hapsburg repression and Fascist 
tyranny. 

De Gasperi (pronounced de _ gahs- 
peree) was jailed four times for his po- 
litical activities, twice by the Austrians 
before World War I and twice by Mus- 
solini after it. But he continued his oppo- 
sition to both regimes and became an 
underground conspirator in both World 
Wars. Today, he leads Italy’s largest 
political party, the Christian Democrats, 
and doubles as Foreign Minister and 
Premier. 

In this role, De Gasperi is taking Italy’s 

case to the 21-nation Peace Conference at 
Paris. He is battling against decisions by 
the Big Four that would give Alpine 
frontier areas to France, award much of 
contested Venezia Giulia to Yugoslavia 
and cede Trieste, largely Italian in popu- 
lation, to international control. 
{ Linguist. De Gasperi’s diplomacy is 
aided by his command of languages. The 
scholarly Premier took his degree at the 
University of Vienna in modern philology 
in 1905. He speaks German, French and 
English almost as fluently as Italian. 

Calm in demeanor, De Gasperi looks 
serious even when he smiles. The long- 
nosed Premier wears spectacles for near- 





Premier Alcide de Gasperi 
BORN: April 3, 1881, in Austrian- 
held Trentino. 

EDUCATION: Degree in Modern 
Philology, 1905, University of Vi- 
enna. 

PROFESSION: Editor, 
writer, librarian. 
POLITICAL CAREER: Deputy, 
Austrian Parliament, 1911-1918; 
Deputy, Italian Parliament, 1921- 
1924: Minister Without Portfolio, 
1944; Foreign Minister, 1944- 
1946; Premier since December 
1945. 
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sightedness, and his face is heavily lined. 
He is a tireless worker. 

Conscientious in everything, De Gas- 
peri scrimps on gasoline, which is scarce 
in Italy, though the Government provides 
his gas free. He walks almost everywhere 
and drives his car only when absolutely 
necessary.:He often wanders around his 
offices at the Viminale after hours, turn- 
ing off the lights. His wife, Francesca, 
does her own shopping for groceries. He 
keeps in trim for mountain climbing by 
walking up the 108 steps to his fifth- 
floor, cold-water flat in Rome, where he 
lives with his wife and four daughters. 
“ A devout Catholic, the Premier attends 
mass in small churches in the early hours 
of the morning to avoid attracting atten- 
tion. A job in the Vatican Library rescued 
him from poverty and Fascist persecution 
in 1931, after his last release from prison. 
For a decade there, he studied European 
economic and social conditions and wrote 
essays and books emphasizing the Vati- 
can’s role in advancing social legislation. 

In domestic affairs, De Gasperi sup- 
ports limited nationalization of industry 
and land reform, but he and other leaders 
of his party are a good deal more con- 
servative than Italy’s second and third 
largest parties, the Socialist and the Com- 
munist, with whom De Gasperi has 
formed a coalition Government. 

The South Tyrol, which Italians call 

Trentino, was in Austrian hands when 
De Gasperi, the eldest of four sons, was 
born into the family of a minor Govern- 
ment official in 1881. Austria’s Italians 
were struggling for the union of Trentino 
and Trieste with Italy, and De Gasperi 
joined the movement at 17. A few months 
later, he was arrested briefly in a general 
roundup of Irredentist youth. A second 
brief arrest came in 1904. 
* Political career. At 30, after several 
years as editor of a Trento Irredentist 
newspaper, De Gasperi was elected to 
the Austrian Parliament. There he battled 
openly for Italian minority rights. During 
World War I, he helped organize an un- 
derground Italian National Committee in 
Vienna. 

The Versailles Treaty awarded the 
Tyrol to Italy, and in 1921 the Province 
elected De Gasperi to the Italian Cham- 
ber of Deputies. When his party leader 
was exiled by Mussolini in 1924, De 
Gasperi took over the reins. He joined 
more than 100 other deputies in a par- 
liamentary revolt against the Fascists. But 
when an appeal to King Victor Em- 
manuel failed, he retired to the Tyrol for 
research and writing. 

The Fascists cracked down on their 
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PREMIER DE GASPERI 
Now scaling political heights 


—Black Star 


domestic opponents in 1926, after an 
attempt had been made on Mussolini’s 
life. De Gasperi fled the police and hid 
with a group of “friends.” His “friends” 
turned out to be Fascists. Betrayed and 
arrested, he was freed by a judge who 
was an old friend of his family. He fled 
to Milan, then Rome. A year later, home- 
sick, De Gasperi boarded a train for 
Trento with his wife, and both were 
arrested. 

" Resistance leader. Released after 16 
months, De Gasperi turned to scholarship 
at the Vatican Library. From this refuge, 
he organized in 1939 a resistance group 
with branches throughout Italy. This 
later became the nucleus of the Christian 
Democratic Party. When Mussolini fell 
in July 1943, the party came out in the 
open, but German occupation soon forced 
it underground again. 

De Gasperi and other leaders of his 
party went into hiding near St. Johns 
Lateran Cathedral. They met daily in the 
Cathedral Seminary or Basilica base- 
ment. They sent a delegate by allied sub- 
marine to the Congress of anti-Fascist 
parties at Bari and joined the six-party 
Committee of National Liberation. 

After the liberation of Rome, in June 
1944, the six parties formed a coalition 
Government. De Gasperi became a Min- 
ister Without Portfolio, then Foreign 
Minister. Disputes over de-fascistization 
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measures split the coalition last Decem- 
ber. De Gasperi was named to form a 
new government. 

In the daytime, the veteran politician, 
who was fighting a case of influenza, 
argued through hourly crises to restore 
six-party unity. At night, a neighbor's 
scratchy phonograph kept him awake. 
More feverish day by day, De Gasperi 
fainted at one meeting. But after 15 days, 
his persistence triumphed. The next day 
at the Quirinal Palace the King congrat- 
ulated him on breaking the crisis. “That's 
nothing,” said De Gasperi. “I've lost my 
cold.” 


As the last Premier of monarchial Italy, 
De Gasperi served as Provisional Presi- 
dent, Italy’s first, for a few weeks in June 
after King Humbert’s ouster. Then he 
became first Premier of the Italian Re- 
public. 

For De Gasperi and most Italians, the 
writing of Italy’s new constitution and 
other domestic problems take second 
place to the peace treaty. Since April, 
Italy’s Premier has become as familiar a 
figure in Paris as he is in Rome. Now he 
is returning to the French capital for a 
last effort to save the territories he spent 
two decades fighting to win for Italy. 


NEHRU: Leads Hindus in Fight for Freedom 


| wwe “FOURTH-TERM PRESIDENT is a 
man out of public office but exercising 
great internal political power. He is 
Jawaharlal Nehru, (pronounced nay-roo), 
who, at 56, stands next to Mohandas K. 
Gandhi in personal influence among the 
Hindu millions. Now, as President of the 
dominant Congress Party for a fourth 
time, Nehru is to have much to say about 
Britain’s ideas for transferring power to 
a self-governing India. 

Pandit Nehru, (“Pandit” is an Indian 
prefix meaning “wise man”), is a com- 
plex and controversial figure. To Indian 
admirers, he is an inspired political think- 
er and social planner. To British critics, 
he is a confused idealist, occasionally 
erratic and often impractical. Both Brit- 
ons and Indians recognize Nehru as a 
magnetic speaker and an author of im- 
pressive culture and taste. A significant 
illustration of his mass appeal are the 
nine instances in which he has been im- 
prisoned by Britain for political agitation. 

As matters stand, there is a likelihood 
that Nehru will be chosen to head an 
assembly of approximately 400 delegates 
that is to meet in August to begin the 
drafting of a constitution for the future 
India. The drawing up of a constitution 
is to be the long-term phase of Britain’s 
plan for turning over India to her 400 
million inhabitants by installments. 

Actually, whether the Assembly is to 
function as intended is questionable. 
Nehru strongly believes that, once the 
Assembly meets, it is to be virtually its 
own master, free from dictation by Brit- 
ain and capable of framing a constitution 
more agreeable to the Congress Party, 
which is largely Hindu, than to the Mos- 
lem League, which speaks for Moslems. 

The position is a precarious one. The 
Congress Party and the Moslem League 
have not been able to agree upon a basis 
for popular government in India during 
the period that the Assembly is in session. 
And both have qualified their approval 
of the Assembly itself. In addition, Brit- 
ain still is in power and has her own 
formula by which India only gradually is 
to become a sovereign nation. 
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PANDIT NEHRU 
Gandhi’s right-hand man 


{ Nehru and Gandhi. Relations between 
Gandhi and Nehru often are loosely 
called those of a father and son. In crises, 
Gandhi certainly has had the last word. 
In 1942, for example, although Nehru 
said he feared that an anti-British cam- 
paign would enable Japan to overrun 
India, he eventually joined Gandhi in 
civil disobedience that led to their im- 
prisonment. 

The two men, nevertheless, are far 
apart in many ways. Nehru is a Socialist. 
He wants greater industrialization in In- 
dia under state control, collective farms 
to replace the tiny peasant holdings and 
sweeping reforms. He is an international- 
ist, has traveled far and written exten- 
sively about the rest of the world, includ- 
ing Soviet Russia, the Spanish Civil 
War, the dismemberment of Czecho- 
slovakia and the Nationalist movement in 
China. 

Nehru is not, like Gandhi, a messiah. 
Personally, he is an agnostic, and al- 
though he follows a few Hindu caste 
practices, he is worldly and sophisticated 


in his outlook. He smokes occasionally 
and at times has a cocktail. His pleasures 
are riding, swimming and winter sports. 
He is a widower who enjoys feminine 
companionship. All in all, Nehru keenly 
respects Gandhi's political institution and 
recognizes Gandhi's spiritual leadership, 
but does not imitate him slavishly. 

{ Nehru’s background explains much of 
his character. Nehru was born of a highly 
aristocratic Brahmin family. His wealthy 
and famous father was a lawyer. As a 
boy, Nehru was sent to two of England’s 
most distinguished schools, Harrow and 
Cambridge. 

By the time he was 30 and back in 
India, Nehru had developed an acute 
social consciousness. At first, his father 
was greatly troubled by his devotion to 
Indian Nationalism. But slowly and grad- 
ually, the son won over the father, and 
it was Nehru and his father together who 
joined up with Gandhi and, along with 
hundreds of other agitators, went to jail 
in 1921. 

Nehru first served as President of the 

Congress Party in 1929. He wrote, trav- 
eled, talked and organized until he was 
generally known as Gandhi's second in 
command. He wore the white, homespun 
cloth and the forage cap that has come 
to be a badge of identity for Congress 
Party followers. After his father died, 
Nehru gave up most of his possessions 
and cultivated “the grass roots,” where 
many of his people were so poorly fed 
that their life span averaged 25 years. 
{ Nehru’s writings are so varied and 
voluminous that he has taken a position 
on almost all topics of world interest. For 
years, he wrote sympathetically about 
Soviet Russia, but more recently, par- 
ticularly at the time of Stalin’s nonaggres- 
sion pact with Hitler and when Russian 
troops overstayed their occupation of 
Northern Iran, he has been critical of 
Russia’s foreign policies. Nehru himself 
rejects communism as a political doctrine 
tending toward violence. 

Nehru looks ahead to a close associ- 
ation between India and China. He feels 
there is a place for an Asiatic federation 
consisting of India, China, Iran, Afghan- 
istan and perhaps other nations. He is 
encouraging self-government for Burma 
and supports the Nationalists in the 
Dutch East Indies. 

Nehru is a witty man of great charm. 
During his last three years in prison, 
1942-45, he wrote constantly, partly for 
his grown daughter and his politically 
active sister and partly for the stimula- 
tion of his followers, who address him in 
worshipful terms. 

A good sense of humor usually pre- 
vents Nehru from taking himself too 
seriously. At home, when he may be 
thinking silently at lunch, a relative al- 
ways is certain to arouse laughter by 
calling to him: 

“Oh, Jewel of India, please pass the 
bread.” 
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Jeeps converted into jitney busses 
ease Manila’s transportation problem 


MANILA 

T= is the city of jitney jeeps. 
Through a simple conversion job, 
the fabulous vehicle is helping to lick 
Manila’s staggering transportation prob- 
lem. One firm is operating 1,000 jeeps 
as jitney busses, which are ideal for 
moving through the city’s congested, nar- 
row streets. In addition, there are count- 

less independent jitney operators. 

A converted jeep differs from the mili- 
tary type in having seats on the sides, 
steps welded on the rear and a railing 
around the body to keep passengers from 
bouncing out. These jeeps comfortably 
can carry half a dozen Filipinos, but in 
rush hours haul a dozen. Other jitneys 
have been made out of war-weary U. S. 
Army weapons carriers, or %-ton trucks. 

A few 1946 automobiles that have 
appeared on the streets are taking a ter- 
rible beating from the holes left by the 
war and the heavy traffic. 

Most businessmen have drivers for 
their jeeps, mainly to guard them. Even 
double locking doesn’t stop jeep thieves, 
if they can’t get the vehicle intact, they 
carry off the tires or anything they can 
unscrew. 

A few of the picturesque carromatas, 
pulled by flea-bitten ponies, still roam 
the streets and hold up traffic as they 
did in prewar days. But the pony cart 
is on its way out. Bicycles also have de- 
creased noticeably. 

Prewar Manila had 20,000 motor ve- 
hicles. Today, there are six or seven 
times as many, and 90 per cent of them 


are former U.S. Army vehicles. Streets 


never intended for such heavy traffic 
are in a sad state. Maintenance work is 
next to impossible because of the never- 
ending stream of traffic over the city’s 
few main highways. 





Life Around 
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Jeeps, converted and otherwise, num- 
ber well over 50,000. You can buy a 
surplus Army jeep for as little as $450, 
but it is a sort of “sight-unseen” pro- 
cedure. Seldom is the engine missing, 
but you can’t be sure of the rest of the 
jeep, and you are likely to spend $200 
or $300 getting one in good working 
condition. 

If you are without your own transpor- 
tation, a short taxi ride costs $2.50 as 
compared with 25 cents before the war. 
To rent a vehicle costs $5 an hour or 
$37.50 a day. 

Transportation, however, is just one 
of the countless headaches confronting 
the American or European businessman 
trying to get his war-wrecked business 
running again. It is still tougher on the 
newcomer who lacks influential friends 
in important Government, military or 
business circles. 

It’s not unusual for a newcomer to 
spend a month or two finding a room to 
live in and a business office. Both are 
at a premium. Oldtimers laugh at you 
when you inquire about the possibilities 
of renting a house. 

The row of modern apartment houses 
on Dewey Boulevard, facing Manila Bay, 
was all but wiped out by bombing, shell- 
ing and fire. Once in awhile you can find 
a two or three-bedroom house somewhat 
damaged by war at $500 a month. Some 
are solving their housing problem by 
buying Quonset huts. 

The best places to live in Manila are 
the Manila Hotel owned by the Philip- 
pines Government, and the American 
Army and Navy Club. Both war-damaged 
buildings have limited facilities and long 
waiting lists. Those who cant get in live 
in private homes or third-rate hotels. 

Elevators that work are few. If you 
want to ride, you are required to stand 
in line. It’s quicker to climb if you 
don’t have to go above the fourth or 
fifth floor. 

Food is still the biggest expense item. 
Breakfasts cost $1.50 to $2.50 in the 
hotels and in the innumerable new eating 
places that have sprung up, mostly in 
residences. Lunch runs from $2 to $4 
and dinner from $3 to $8. Usually, there 
is only one main dish on the menu. If 
you want just a snack, a cup of coffee 
is 50 cents and a cheese sandwich $1.25. 









Liquor, including Scotch from Hong 
Kong, is plentiful and cheap, however, 
and beer, locally bottled or canned mili- 
tary surplus, is on sale everywhere. 

Shops on Escolta—Manila’s Broadway 
—appear busier than before the war. 
They are filled with merchandise, but 
it takes only one look to see that it is 
mostly junk and that the prices are 
fantastic. 

Manila today has 25 newspapers, 
printed in English, Tagalog, Spanish and 
Chinese. This is many more than the city 
could support before the war. Although 
its rates are several times higher than 
before the. Jap invasion, the American- 
owned Manila Bulletin regularly turns 
down advertising. Because there still is 
a shortage of newsprint, most of the 
papers are tabloids, eight pages or under. 
One of the few plants to survive Jap de- 
struction has its linotypes and presses run- 
ning around the clock, turning out several 
of the newspapers and magazines. Morn- 
ing papers that formerly went to press at 
2 a.m. now go to press at 5 p. m. 

Manila Bay is jammed with commercial 
shipping. A freighter must wait in the 
outer harbor an average of three weeks 
before it gets to the docks for unloading. 
There is a system of priorities that makes 
it possible to speed the unloading of 
perishables and urgently required mer- 
chandise. 

You hear many complaints about the 
slowness in unloading ships, but the main 


difficulty is in the lack of warehouse 


space. Thanks to the U.S. Army Engi-— 
neers, Manila today has more dock space 
than before the war, but warehouses are 
a crying need. It is costly to leave cargo 
on the docks because looting is rampant 
and the rainy season has started. 

Any way you look at it, Manila is not 
the Manila of before Pearl Harbor. 

The University of Santo Tomas and its 
50-acre campus have been turned back 
to the Catholic Fathers and nearly 4,000 
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young men and women are being edu- 
cated there to take their place in the 
new Philippine Republic. The hundreds 
of nipa shanties that provided housing for 
the Americans and Europeans who were 
interned there during the war have been 
torn down. 

The little gardens that enabled the in- 
ternees to maintain life despite the 
meager rations doled out by the Japanese 
have disappeared. 

In the shadows of the University’s main 


building, near the priests’ quarters, are 
the graves of the four American leaders 
in the internment camp who were exe- 
cuted—without cause—in the terrible last 
days of the Japanese occupation. The 
Fathers of Santo Tomas have volunteered 
to look after the graves forever as a me- 
morial to the martyrs as well as the 
hundreds of other internees. 
The cross atop Santa Tomas still domi- 
nates Manila’s skyline. 
F. H. 


Hundreds of Mexicans studying English 


to cash in on record U.S. tourist trade 


MEXICO CITY 

UNDREDS of adult Mexicans who 

never got beyond the third grade 
are bending over their books again— 
learning English. Their reason: dollars 
and cents. 

The mustachioed young janitor in our 
apartment building feeds the dog when 
we are out of town in return for what 
he considers an important favor: I lend 
him my back copies of World Report. 
He studies them and circles unfamiliar 


words with a pencil, then listens closely 


while I say them aloud. 

The janitor is learning English because 
he wants a job catering to U. S. tourists. 
He'll be a waiter, bartender, guide, inter- 
preter—any of these will pay Roberto 
more than the $30 a month he now gets 
for his work in our apartment building. 

Playing host to vacationing Americans 
is now Mexico's fourth greatest industry. 
The reason is simple. U.S. resorts are 





crowded. Conditions overseas are bad. 
So hundreds of thousands, who before 
the war would have settled for nothing 
less than the Swiss Alps or the Riviera, 
are flocking to Mexico. 

Right now, the U. S. State Department 
isn’t issuing passports to tourists intent 
on mountain climbing or aquaplaning in 
Europe. But people are discovering that 
fhey can get into Mexico with a $2.10 
tourist card and enjoy both sports to their 
heart's content. 
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Not long ago, a poll of 650 American 
Automobile Association clubs in the States 
showed that 25 per cent of the members 
preferred Mexico to all other travel goals. 
Secretary of Commerce Henry Wallace 
estimates that, four years hence, Ameri- 
can travelers will be spending $1,250,- 
000,000 annually outside their own coun- 
try. But Mexico is equipped to rake in 
the travelers’ gold immediately and enjoys 
this position virtually alone. Except for 
English-speaking Canada, Mexico is the 
only foreign country connected with the 
States by rail, highway and airline. 

Even in the “Is-this-trip-necessary?” 
days of wartime 1943, enough Americans 
managed to get south of the border to 
spend 54 million dollars here. 

This summer—the season considered an 
“off’ time for trips to Mexico—30,000 
Americans who failed to get reservations 
at resorts in the States are arriving 
monthly. 

A procession of cars loaded with vaca- 
tionists and bearing the license tags of 
nearly every American State now rolls 
across the Rio Grande border and down 
the modern Pan-American Highway, 
which runs as far as Oaxaco, south of 
Mexico City, others come by plane and 
train. 

What official statistics never show is 
how many of these visitors return home 
disappointed. One Mexican tourist official 
confesses: “I almost wish we could have 
fewer guests. We need them, of course, 
but when they come down misinformed 
or expecting too much, we store up ill 
will for the future.” 

Part of the blame rests with those 
lyrical travel folders that tell only of the 
blue skies, scenic beauty and charm. 
There always is more to it than that. 

To be sure, Mexico City has first-rate 
hotels, but chances are your room may 
be noisy. Most hostelries are on busy 
Avenue Juarez or the Paseo, along which 
Mexican motorists roar in a horn-blaring 
stream until the small hours of the morn- 
ing. There is no anti-noise campaign in 
sunny Mexico. 

Again, food can be delicious and, con- 


trary to American ideas, not necessarily 
“hot,” but visitors must be extremely 
careful where they eat, or they are likely 
to pick up tropical dysentery germs. The 
street vendor and the quaint “native” 
restaurants are bad medicine for «most 
sojourners. : 

Another shock to countless tourists: 
Along with Mexico’s charm, the Republic 
has dirt. By American standards, civic 
sanitation in some places is on the primi- 
tive side. In addition, although the acres 
of outdoor markets may be a color sym- 
phony, chickens and garlic and merchants 
mingling in the Mexican sun give off a 
profusion of scents that can jolt the 
uninitiated. 

An important postwar source of bad 
feeling is that prices are too high. Many 
visitors encourage this by flinging their 
pesos around like toy money. In the mar- 
ket place, they pay the first price asked 
for a trinket, and the first price often is 
enough to keep a Mexican in groceries 
for a day. The visitor who learns a few 
words of Spanish can bargain cheerfully 
and protect himself, but many can’t be 
bothered. 

However, to balance its disappoint- 
ments, Mexico evidently possesses potent 
charms, for the northern neighbors keep 
coming. By the end of 1946, there are to 
be 2,000 more first-class hotel rooms for 
them, a 50 per cent increase over the 
present capacity. At Acapulco, a beach 
resort, 4 million dollars is going into 
construction this year, including a bunga- 
low city at breaker-ridden Pie de la 
Cuesta. Veracruz, which is at sea level, 
is getting five new hotels, and two are 
being added at Guadalajara. As for that 
nocturnal din of auto horns, someone is 
building a hostelry in Chapultepec 
Heights, away from the Capital’s noise 
but only 20 minutes from night life and 
bullfights. 

Aside from luxury suites, students and 
travelers on a budget have 4,500 small 
rooming houses to choose from in Mexico 
City alone, and the number is to be 
doubled by next June. By the coming 
Christmas, the Mexican tourist business 
may total 250 million dollars. 

All in all, Roberto, the janitor, has 
reason to feel quite safe in spending his 
evenings learning English. 
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AERIAL CAMERAMEN operated more than 300 cameras from Army and 4Navy planes over and around 
Bikini atoll and the target ships to photograph the A-bomb’s behavior and destructive power. 


‘SHOOTING’ THE A-BOMB AT BIKINI 


“(yPERATION CROSSROADS” at Bikini was 

one of the most photographed spectacles of 
all time. Scores of photographers “shot” pictures 
feverishly during those few vital minutes that made 
military history. Hundreds of cameras—motion-pic- 
ture, still, color and television—made a continuous 
photographic record from all possible angles. Some 
caught the A-bomb the moment it fell away from 
the B-29 high over the “guinea-pig fleet.” Some re- 
corded the tremendous and awe-inspiring explosion. 


Some photographed the gigantic, mushrooming col- 
umn of deadly white and black smoke that spiraled 
thousands of feet into the blue skies. 

Cameras in piloted planes and in pilotless “drones” 
controlled by radio from “Queen Bee” planes at a 
safe distance . . . remote-control cameras mounted 
on 100-foot steel towers on the atoll ringing the 
target ships . . . cameras on task-force vessels .. . 
all made thousands of photographs of the birth, 
life and death of the A-bomb for scientific study. 
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BEHIND THEIR CAMERAS, these photographers, ready made es from C-54 planes spotted to catch the 
for any emergency, photographed the world’s greatest man- scene from every angle. 
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A BATTERY of movie cameras installed in a reconnais- EVERY ACTION of the A-bomb was recorded by these 
sance plane photographed the bomb explosion in relays. dual cameras at the rate of 300 feet every three seconds. 
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TWO 40-INCH CAMERAS pictured the Bikini test 
through a specially cut port in the bottom of a bomber. 
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CAMERA TOWERS around Bikini from which automatic- 


REMOTE-CONTROL operated cameras that were installed 
on steel towers surrounding the “guinea-pig” ships. ally operated cameras recorded the A-bomb’s explosion. 
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NAVY “DRONE” and control planes, outfitted with cam- U.S. S. Shangri-la to record what happened when the bomb 
eras and sensitive scientific instruments, flew from the exploded over target ships spaced in Bikini Lagoon. 
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THE HUGE LENS of one of the 40-inch aerial cameras ALL CAMERAS required expert adjustments to meet the 
used in photographing the bomb for scientific research. exceptional conditions of the Bikini A-bomb tests. 
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—Joint 1 Task Force One, U. S. Navy, USAAP, Signet Cope. ‘ietosantionall Acme, Press Zeonitalien 
“BIG BERTHA,” a 48-inch camera weighing 200 of the photographs of the explosion and aftermath 
pounds, installed in an Army photo plane, made some now being studied by the Army and Navy experts. 
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A TELEVISED VIEW of the test was transmitted to “B” FOR BOMBER, and other joint task-force planes 
task-force vessels by new Navy long-range equipment. with their special markings which took part in the tests. 
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Vandenberg calls for ‘patience, fair play, tenacity, firmness’ 


(Excerpts from the text of the report on the meeting 
of the Foreign Ministers of the Big Four powers in Paris 
made by Senator Arthur H. Vandenberg, Republican, 
of Michigan, to the United States Senate on July 17.) 


By Senator Vandenberg 


HE GREATEST, FUNDAMENTAL CONTROVERSY at the Paris 
council arose over the convocation of a general Peace 
Conference in which the 21 nations which fought the war 
together should have full opportunity to work together on the 
terms of peace with five ex-enemy states, namely, Italy, 
Hungary, Romania, Bulgaria, and Finland. This has been the 
dearest dream of the Government of the United States ever 
since the Moscow Conference of December 1945, when such 
a Peace Conference was promised not later than May 1, 1946. 
It has been the American idea of developing a people's peace. 
Mr. President, it is now accomplished. To be sure, the Mos- 
cow pledge was not as broad as the American Secretary wished 
and sought. In the face of Soviet opposition, it was impossible 
to lodge final, plenary power in the ultimate Peace Conference. 
I have always regretted this stricture. After the Peace Con- 
ference the last word again reverts to the four great powers in 
the Council of Foreign Ministers. But the conscience of the 
Allied world will have spoken in the interim, and it speaks 
with superlative authority. 

The promised date of May 1, 1946, came and went without 
the promised Peace Conference. The trouble was that the 
Moscow agreement had also said that the four great powers, 
Russia, Britain, France, and America must agree upon funda- 
mentals in the preliminary peace drafts before the Peace Con- 
ference should be called. From start to finish the Soviets con- 
strued this requirement with microscopic literalism. In support 
of their contention it is fair to say that they were building 
upon the accepted theory that big-power unity is indispensable 
to world peace in the San Francisco pattern. In opposition to 
their contention, however, it is equally fair to say that their 
interpretation would carry this so-called unity to the point of 
monopoly and dictatorship in the big powers, to the utter 
derogation of the status of the smaller nations of this earth 
which stood shoulder to shoulder with us in the trenches of 
this late war, now victoriously concluded. It was upon this 
block that both recent Paris Councils nearly split. - 

From the first hour that the Council reconvened in April, 
Secretary Byrnes began demanding a new date for the Peace 
Conference. At the April sessions he asked for June 15. At the 
start of the June session he asked for July 15. In both instances 
the Soviet delegation was adamant. By the end of June, how- 
ever, the fundamentals were sufficiently agreed to, so that at 
long last, and at the end of enormous travail, we were able to 
celebrate the Fourth of July by a unanimous agreement to 
call the Peace Conference for July 29. I confess that If felt that 
it was not unlike a second Declaration of Independence .. . 

But before the invitations could be issued by the host power, 
France, the able and vigorous Soviet delegation threw another 
road block. It ‘insisted (1) that although China is nominally 
one of the Council of Foreign Ministers, it could not be one 
of the sponsoring powers for the Peace Conference because it 
was not a party to any of these particular treaties, and because 
it had not participated in their preliminary draft; (2) that the 
invitations could not be issued until accempanied by basic 
rules of procedure to keep the Peace Conference substantially 
within the grip of the Big Four. 
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These contentions collided head on with the attitudes of 
America, France and Britain. They wanted China recognized 
as a matter of right, as well as a matter of courtesy. They 
bitterly rejected the idea that Peace Conference invitations to 
other sovereign powers, common partners with us in the 
sacrifices of war, should be accompanied by restraining rules 
of procedure which would assume to limit the liberty of 
action of these free governments in a vital matter of common 
concern. They rejected any strait jacket upon the. freedom of 
the Peace Conference. It is needless to dwell upon the details 
of the intervening debates between July 4 and the midnight 
of July 8 when the controversy was finally composed. Suf- 
fice it to say that the basic difference in viewpoint was 
persistently reiterated, often with such deadly earnestness 
upon both sides that a happy outcome began to look like 
a mirage. I may add parenthetically to my colleagues that 
unlimited debate in the Senate is quite painless when com- 
pared with unlimited debate in three languages in the Council 
of Foreign Ministers. 

The final settlement eliminated China as a sponsor for the 
technical reason that China is not a party to these treaties. 
But China sits in the Peace Conference with full voice and 
vote, and at American insistence China gets her place in the 
chairmanship of the Conference as it rotates among the five 
Foreign Ministers who comprise the Council. The final set- 
tlement released the invitations without restraining rules at- 
tached. A few reasonable and mutually satisfactory sugges- 
tions in respect to rules will be subsequently circulated, but 
the suggestions are not binding on the Conference. The Con- 
ference, by majority vote, will adopt its own rules. Thus the 21 
United Nations get the Peace Conference they long have 
sought—the Peace Conference which America has long in- 
sisted they should have—and they will enter it as free agents. 
Thus the world takes another long step down the thorny paths 
toward peace with liberty and justice. 

To the citizen at a distance the points that were in con- 
troversy may seem relatively trivial; yet in the final analysis 
nothing is trivial which can disorganize the friendly relations 
of the earth. We know to our sorrow that little matches light 
big fires.. The truth is that Paris was to stand or fall upon this . 
one basic composition. There was a powerful lesson in it, too. 
Given patience, fair play, tenacity, and firmness in the 
American attitudes, it is possible for eastern communism and 
western democracy to find friendly common ground... 

[Senator Vandenberg then discussed details of the agree- 
ments reached by the four foreign ministers. ] 

Mr. President, I come to the final chapters of the Con- 
ference. They are not encouraging, but they reflect the 
facts of life as we find them, and not as we could wish them 
to be if ours were an exclusive power of direction. But they 
deal with our most vital peace conundrum, and they empha- 
size both the difficulty and the need for the most earnest and 
impartial efforts that can possibly be made to bridge the great 
gap between Soviet thinking and the rest of us respecting 


‘ Germany and Austria, and French thinking and the rest of us 


respecting the Rhineland and the Ruhr. 

The lesser treaties, while indispensable in a preliminary 
way, are on the perimeter of the problem. Germany and 
Austria are at the core. Fortunately, there is one simple theme 


‘upon which all four of the major powers relentlessly agree, 


namely, that Germany must be denazified and demilitarized, 
this time for keeps, so she can never rise again as an ag- 
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® gressor to pillage and to plague the earth. We must cling 

’ tenaciously to this common purpose because, at this point, it 
js our only bond. Unfortunately, the pattern to achieve this 
result—involving, as it inevitably does, the social, economic, 
and political future of Germany—is a matter of appalling 
disagreement. 

The actual military suppression of reborn aggression is 
now inextricably interwoven with these other complex con- 
siderations. For example, the American offer of a long-term 
military contract, under the final auspices of the United Na- 
tions, to come immediately to Allied military aid against any 
new German aggression, now seems to attract relatively little 
interest, although it is the maximum proof of our good faith, 
and the maximum assurance of the earliest feasible termina- 
tion of the mass occupation of Germany by alien troops, in- 
cluding our own. While tentatively approved by Britain and 
France, it has been openly condemned by the Soviets. I 
shall always think, however, that if the proposal could have 
been actively pressed by us when it was first proposed in my 
Senate speech of Jan. 10, 1945; if it, instead of power politics, 
could have been the Yalta inspiration, we and the remainder 
of the world might have avoided many of our subsequent, 
tragic errors and anxieties. If such plan had followed World 
War I, World War II never would have occurred. 

As things stand today, we have both a long-range and a 
short-range German problem. I shall briefly dismiss the long- 
range problem. On the one hand, it involves the preoccupa- 
tion of the French to maintain their own tight and total con- 
trol, not only of the Saar but also an internationalized Ruhr 
and Rhineland. Marshal Foch, from World War I, is still 
bitterly quoted in his famous comment that, unless France 
permanently holds the Rhine, there will never be protection 
for France. President Bidault asserts that it would be unthink- 
able to contemplate a central government for the new Ger- 
many for many years to come, and then only on a basis of 
confederation rather than federalization. 

His allies agree with him about the Saar. They disagree with 
him, in substantial part, about the disposition of the Ruhr. On 
the other hand, Mr. Molotov, speaking for the Soviets, dis- 
courages all talk of decentralization in the final German gov- 
ernment lest it destroy German development. He says these 
things must be settled by plebiscites, not only in the various 
states but in Germany as a whole. “Before there can be a peace 
treaty,” he declares, “there should be set up a single German 
government able to fulfill all its obligations; but it will take 
many years to determine whether it is trustworthy.” 

On the long-range side, Mr. Bevin, speaking for Britain, says 
there are three ways we can proceed with Germany: First, the 
old “balance of power” idea; second, domination by one great 
power or by a bloc; third, through unity and agreement be- 
tween all four great powers; and he unequivocally demands 
the latter. He does not indicate its design. 

Secretary Byrnes, speaking for America, says we must avoid 
a peace of vengeance; that while denazification and demilitari- 
zation must be complete, we must give the new, democratic 
people in Germany a fair self-supporting chance ultimately to 
rejoin the society of nations, not only for her sake but for the 
sake of the world. He lays down no specifications; but he as- 
serts that the prime need is for early agreement on a united 
plan; so that all of us, including the German people them- 
selves, may know what is in store. He asks for immediate 
special commissions of high-ranking deputies to comb the 
field, to co-ordinate all available information and suggestions, 
to explore such current experiments as the existing successful 
council of states in the American zone and to present this 
mobilized report for the earliest possible study and decision by 
the Council of Foreign Ministers. 

This suggestion, long and persistently supported by the 
American delegation, was approved by Britain and by France. 
It was opposed by the Soviets. Mr. Molotov argued that it was 
futile to ask any sort of inquiry by deputies until the Ministers 
themselves had decided upon the general outline of a plan. 








Therefore, his proposal was that the Council of Ministers as- 
sign a subsequent special meeting to the subject. The nub of 
the argument is summed up in this sage observation by Sec- 
retary Byrnes: 

“I prefer first to get the facts and then to base my con- 
clusions on them, rather than to reach my conclusions and then 
hunt for facts to sustain them.” 

Long debate failed to produce accord. The only available 
forward step was to agree that a special session of the Council 
shall devote itself to the German question this fall. 

But, Mr. President, it was the short-range, the immediate, 
problem in Germany which disclosed the true depth of cleav- 
age between the great powers upon this subject. Here the 
differences were not only acute; they were often acrimonious. 
The basis of trouble is the fact that the Potsdam Agree- 
ment ordered Germany handled, during the occupation, 
as an economic unit. But it also divided Germany into 
four zones of military occupation—American, Russian, British, 
and French. 

The result is that Germany is being administered in four 
airtight compartments, preventing the exchange of goods or 
communications or even ideas. Worse, the zones are separated 
by intense suspicions. Mr. Molotov, speaking for Russia, 
flatly questions whether demilitarization is faithfully pursued 
in other zones, particularly the British. Mr. Bevin, speaking 
for Britain, replies that he has made a full public report 
respecting his zone, but that he understands Germany’s fac- 
tories are actually producing new armament in the Russian 
zone, and he cannot get the facts. Mr. Molotov charges that 
the commander, General Clay, is illegally withholding Russian 
reparations in the American zone in violation of the Potsdam 
Agreement. Mr. Byrnes replies that we find it necessary in self- 
defense to withhold reparations until there are reciprocal rela- 
tions between the zones as required by the Potsdam Agree- 
ment. 

Mr. Molotov charges that coal production in the Ruhr is 
down to 30 per cent of prewar figures and up to 90 per cent 
in the Russian zone. He says he cannot get the facts and de- 
mands regular public reports. Mr. Byrnes produces the printed 
public reports which are already issued bimonthly. Mr. Molo- 
tov quotes Yalta to prove that President Roosevelt promised 
Russia 10 billion dollars in reparations from Germany. Mr. 
Byrnes quotes Yalta to prove that President Roosevelt did 
nothing of the sort; that he merely agreed to refer this claim, 
among others, to the Reparations Commission for examination, 
and that it was subsequently repudiated. And thus it went. I 
am simply indicating the dilemma. 

Everybody wanted an investigation; but nobody could 
agree as to what kind of an investigation. Molotov wanted to 
investigate the failure to disarm German troops and to disband 
military organizations. Byrnes and Bevin readily agreed but 
wanted to add an investigation of the failure to demilitarize 
industrial war potentials. Molotov said this was futile until 
there is an adequate plan for industrial demobilization. Byrnes 
said there is just such a plan in the Potsdam Agreement. 
Molotov said it lacks adequate detail. The upshot was that 
there will be no investigation. 

I do not mean, Mr. President, to overemphasize these dis- 
agreements. I am simply reporting frankly upon the per- 
plexities of one series of episodes to indicate that not even 
the Senate, wrestling with OPA, treads a more troublesome 
path than does an international council on the trail of a unani- 
mous consent. I am simply suggesting to those who may be 
impatient with diplomatic delays and futilities that it is much 
easier to be critical than to be correct. 

The short-range German problem of greatest concern in- 
volves these four zones of occupation, each of which is sub- 
stantially isolated despite the Potsdam mandate that they 
would be administered as an economic unit. Each zone has 
its own surpluses and deficits of one kind or another and in 
varying degrees. It is because of a lack of reciprocity to bal- 
ance the total German economy and because there is no 
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' unified export-import policy that the economy sadly drags in 
spots. America asserts this is the chief reason why the Ameri- 
can zone will cost us 200 million dollars this year. Britons 
assert it is the chief reason why the British zone will cost the 
British 320 million dollars this year. Both governments assert 
that this lack of reciprocity violates the Potsdam Agreement 
between the major powers. Both governments strove at Paris 
to remedy this lapse. The trouble is immediate. It will not 
await another winter because an economic crisis in Germany 
expands with each passing hour. I quote the blunt words of 
Secretary Byrnes: 

“The continuation of the present situation will result in 
chaos; in economic paralysis, in inflation, in increased costs to 
the occupying powers and unnecessary suffering to the Ger- 
man people. The Government of the United States declines to 
share any further responsibility for causing these events. The 
immediate problem confronting Germany cannot be solved by 
speeches. It can be solved only by action.” 

Britain sought to heal the sore with directives specifically 
requiring complete reciprocity between the four zones. When 
this failed of Soviet consent, America proposed directives 
requiring specific application of the Potsdam chapters which 
textually call for this reciprocity. When this failed, Britain 
announced that, in the absence of reciprocity, Britain would 
be forced reluctantly to administer her own zone with an 
eye exclusively to making it a self-supporting unit; and Byrnes 
announced that the United States would join the American 
zone with any of the other zones which would co-operate, 
in the spirit of Potsdam, for reciprocity and for a unified 
economic program—making carefully plain that all zones 
will be welcome to participate. 

Molotov said he would study these suggestions, and 
warned against unilateral activities. There the matter ended. 
So far as this meeting of the Paris Ministers is concerned, no 
progress was made, unless it is voluntary evolution in the 
direction of voluntary reciprocity. But by no stretch of the 
imagination can the blame, present or future, be laid at our 
door. We have pointed the way to a practical and immediate 
answer. Without an answer, the German problem may ap- 
proach catastrophe this winter. There is nothing in the 
Potsdam Agreement, Mr. President, or any other agreement, 
which requires us to accept catastrophes by default. Nobody 
has the moral right to veto peace. 

Mr. President, I regret to say that the situation regarding 
an Austrian treaty is no more stimulating at the moment. 
Austria, like Germany, is in the cockpit of Europe, where 
the most important and most dangerous peace factors are 
to be resolved. The Government of the United States has 
been demanding a peace treaty with Austria for many weary 
months. It is necessary not only for the stabilization of the 
new democracy in Austria, but also to effect the withdrawal 
of foreign troops in Austria and on long lines of communica- 
tion. Secretary Byrnes asked the Paris Conference to initiate 
this desperately important undertaking. He presented a 
tentative draft, and asked that it be referred to the Ministers’ 
deputies for study and recommendation. France and Britain 
agreed. The Soviets declined. 

The Soviets were willing to initiate the study, Mr. Presi- 
dent, only if the Council of Foreign Ministers would instruct 
the Allied Control Commission in Austria to evacuate 437,000 

displaced persons immediately. They said that many of them 
fought with Hitler, that most of them were pro-Nazi; and 
that they constituted a danger to Austria and her neighbors. 
They listed various categories—Chetniks, Hungarians, White 
Russians, and Ukrainians. And they made the fatal mistake 
of also listing “Anders soldiers’—the utterly brave Polish 
troops who fought so long and so valiantly against Hitler 
on the Allied side, and who refused to return to Poland 
under its present regime, lest they be crucified for their 
political convictions. 

“I do not know about some of your categories,” said the 
American Secretary of State in behalf of his delegation. “We 
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are not interested in protecting criminals or traitors. But we 
are troubled about patriots upon this list who gave their 
all to the Allied cause. They deserve something better than 
involuntary repatriation at our hands. We can have no part 
in such a plan. We are urging all displaced persons to return 
to their homes; and we are helping those who are willing 
to go. But when a poor refugee—and particularly one who 
fought upon our side in this war—says that he is afraid to go 
home for political reasons lest his life be in danger—you 
must not ask the United States to forget its free traditions. 
We will not do it, treaty or no treaty with Austria.” 

Mr. President, we recognize the complexity of the problem 
of displaced persons. We have 475,000 of them in the 
American zone in Germany and 200,000 in the American 
zone in Austria. It is a tragic challenge to know what to do 
with them or where they can be sent. We are co-operating 
with the special organ of the United Nations which is dealing 
with this anxiety. We were entirely willing at Paris to join 
the Soviets in initiating an immediate special investigation 


through the Allied Control Commission in Vienna to explore 


the Austrian phase of the problem; but not in terms of 
prejudgment, and not as the price to be paid for initiating 
the studies of a long overdue peace treaty with Austria. 
Mr. Bevin, speaking for the British, said: “We will face the 
problem of displaced persons, but will not bargain with these 
human lives.” 

All efforts to separate the two propositions failed. As a 
result, the initiation of a peace treaty with Austria also 
failed. It is unfortunate. It is deeply regrettable. But it were 
better so than for us to have acquiesced in gutting our own 
ideals. There will be other councils. One day there will be 
agreement. Perhaps we should not expect to liquidate five 
years of war in one. 

The final major disagreement of the Council came when 
Secretary Byrnes unsuccessfully sought a treaty guaranty 
from Yugoslavia that Italians left in ceded territory should 
be protected in their “human rights and fundamental free- 
doms”’—with particular reference to race, religion, color, 
speech, and political opinions. Mr. Molotov replied that 
Yugoslavia is not an enemy state; that it has its own con- 
stitution and laws and requires no external advice in respect 
to its domestic matters. Mr. Byrnes gave notice that the 
United States will seek these protections at the Peace Con- 
ference a few days hence. 

The need for them will not be lessened in enlightened 
world opinion by the bitter tragedy of the current order for 
the legalistic assassination of General Mihailovitch. 

Mr. President, those who hear me will understand that 
my report is confined to the nations and the treaties im- 
mediately involved in the Paris Conference. This does not 
mean that there are not other irksome problems. There are 
plenty of them. One of the most glaring, in my view, was 
the failure in Poland to carry out the democratic pledges 
which were made in the Yalta and the Potsdam agreements. 
I have made vigorous and repeated protests on this score, 
and I shall continue to do so, despite the bitter personal 
attacks upon me which have emanated not only from official 
Warsaw, but from official Moscow and from the integrated 
Communist press all around the world. I have heard infinitely 
much in all these international conferences from other gov- 
ernments about the sanctity of the Yalta and Moscow and 
Potsdam agreements. Suffice it to say upon this score that 
it is long past time for those who were responsible for these 
agreements to make them effective in behalf of a truly free 
Poland. 

I make this comment in connection with this discussion 
only because the Poles were brought into the Paris debates. 
by Mr. Molotov in the consideration of displaced persons. 

Now, Mr. President, let me briefly sum up. The major © 
powers have agreed upon five treaties to end the war with 
italy, Hungary, Romania, Bulgaria, and Finland. It took 
many weary months to reach this agreement. The important — 
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4 ' point is that an agreement has been reached. Peace thus 








gains in stature. 

The major powers have not agreed upon any phase of 
two other treaties to end the war with Germany and Austria. 
Some of the implications in this failure to even start the 
treaty process are unpleasant to contemplate. But the pros- 
pect is no darker than it was upon past occasions with the 
other five. I prefer to believe that if we could agree upon 
the five, we should be able to agree upon the two. But it 
would be self-delusion to refuse to face realities. 

Someone said at Paris that if this recent Council had been 
confined to America, France, and Britain, it would have 
achieved total agreement, including preliminary plans for 
the German and Austrian treaties, in 10 days. This is simply 
another way of saying that Eastern communism and Western 
democracy are the forces which confront each other in 
planning for a new and better world. They differ in ideas, 
ideals, and ideologies. For example, they certainly could not 
agree upon a definition of “democracy,” although this is the 
objective to which both profess to subscribe. 

The great trouble is mutual distrust and suspicion, which 
the “iron curtain” between us and the insatiable Soviet 
appetite for proselyting and propaganda do not help dispel. 
Yet these things must be dispelled—not in pretense but in 
fact—if we are to get on with the vital business of peace on 
earth. Particularly there must be dependably dispelled any 
distrust or suspicion, on the one hand, that the United States 
is attempting to organize the world against the Soviets; 
on the other hand, that the Soviets are attempting to organize 
the world against our Western civilization. War between us 
would be an unthinkable calamity, which I am certain they, 
as well as we, abhor. But good will and good faith between 
us will continue to be difficult until we reorganize our mutual 
attitudes. 

It is in this spirit that I would suggest a few simple truths 
to Moscow: 

First. You should understand with complete conviction 





that we deeply respect the great Russia: »eople and their 
inalienable right to rule themselves to suit themselves, 
precisely as we insist upon this right for ourselves and others. 

Second. You should understand, with complete conviction, 
that we are just as determined as you are that military 
aggression—from any source and no matter what its guise— 
shall never curse the earth again; and we are enlisted in 
this cause for keeps. And you should understand there is 
no thought of conquest in our souls. 

Third. You should understand, with complete conviction, 
that we are prepared for enlightened, progressive co-operation 
with every land which invites and deserves our mutual good 
will. 

Fourth. You should also understand, with equally complete 
conviction, that we cannot be driven, coerced, or pressured 
into positions which we decline voluntarily to assume; and 
that we will not bargain in human rights and fundamental 
liberties anywhere on earth. 

Mr. President, in my view, peace hangs chiefly upon three 
factors which are inextricably interwoven: 

One, the dependable and effective operation of the United 
Nations in behalf of justice courageously sustained by collec- 
tive security. 

Two, the successful outlawry of atomic bombs and kindred 
instruments of sudden, overwhelming mass destruction, under 
a tight system of total discipline which makes bad faith 
impossible. 

Three, the development of dependable and warranted 
friendship between big and little nations; and particularly 
between the great Union of Soviet Socialist Republics and 
the great United States of America. 

This, Mr. President, is my report to the Senate and the 
country regarding contemporary progress in the hard, per- 
plexing task of doing in the name and cause of peace what 
our soldier sons did. in the name and cause of war. 

“Lord God of hosts, be with us yet, lest we forget, lest 
we forget.” 


SENATOR CONNALLY: “We have merely skirted the edges of peace’ 


(Excerpts from the report on the meeting of the For- 
eign Ministers of the Big Four powers made by Senator 
Tom Connally, Democrat, of Texas, Chairman of the 
Senate Foreign Relations Committee, to the Senate on 


July 18.) 


By Senator Connally 


W: MAY LOOK FORWARD with hope and expectation to the 
convening in Paris of the accredited representatives of 
the 21 nations involved. There, in a free and open forum, the 
views and attitudes of the various nations may be made known 
and the various political, economic and territorial aspects of 
the peace settlement shall be given full and complete con- 
sideration. It is contemplated that the Peace Conference will 
express its views upon all the issues involved, including both 
those which have been agreed upon by the Council of Foreign 
Ministers as well as those remaining undertermined by the 
Council. The convening of the Peace Conference is entirely 
consistent with the historic practice among free nations. The 
peoples of the nations who furnished armies with which to 
fight the war are entitled to write the terms of the peace by 
which they are to be governed. 

It is inconceivable that the Council of Foreign Ministers 
will arbitrarily disregard the recommendations and decisions 
of the Peace Conference. The 21 nations represented there will 
make their own rules of procedure and will not be hampered 
by any rule of unanimity or veto. The Conference should, and 
I feel hopeful will, constitute a truly democratic assembly with 
freedom of expression and debate. The peace treaties, unless 
they reflect the real views and wishes of the nations affected, 


can never form the basis for a permanent and satisfactory 
peace. The Council of Foreign Ministers have furnished and 
will continue to furnish leadership and direction. The final 
determination, however, must rest with the peoples of the 
nations affected. In their judgment alone, in their decision 
alone, in their wishes alone, can probably be constructed last- 
ing genuine treaties of peace. 

The disposition of Trieste was a most difficult and perplex- 
ing problem. It was not without long and stubborn controversy 
that it was resolved... 

In 1915, prior to Italy’s entrance into World War I, Italy 
had proposed to Austria that Trieste should be created an 
autonomous state. More than 80 per cent of the people of 
Trieste proper are of Italian blood. The immediately contigu- 
ous territories are largely Yugoslav. In the Istrian Peninsula 
there are other cities similarly populated by a majority of 
Italian blood. The population of the Peninsula, however, out- 
side of Trieste, is predominately Yugoslav. 

The Soviet Union strongly pressed the claims of Yugoslavia 
for the possession, not alone of Trieste, but of the entire 
Istrian Peninsula and of portions of other territory under the — 
dominion of Italy. Their arguments consisted of the claim that 
Yugoslavia was a comrade in the war against the Axis and 
fought valiantly, whereas Italy had made war upon the United 
Nations. It was further urged that geographically and com- 
mercially Trieste was essentially linked with Yugoslavia and 
the territories to the east. 

At the London Conference of Foreign Ministers, it had been 
agreed that the deputies and experts should determine upon 
a so-called Ethnic Line across the Istrian Peninsula. The line 
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was to be so drawn as to leave the smallest number of Italians 
within Yugoslavia and, similarly, the smallest number of Yugo- 
Slavs under Italian domination. 

There were American, British, French and Russian lines 
drawn by the respective states. The United States, Great Brit- 
ain and France supported the claims of Italy for Trieste. After 
long and zealous discussions, which were renewed from time 
to time, France proposed that the city of Trieste and the major 
territory west of the French line should be incorporated in a 
free territory and be awarded neither to Italy nor Yugoslavia. 
The proposal provided that the territory would be governed by 
its own elected legislature and by a governor appointed by the 
Security Council of the United Nations. 

The United States insisted that the free territory should 
be protected by the Security Council rather than by Italy 
and Yugoslavia or by the four principal Allied powers. 
Final acceptance of the French proposal was had in prin- 
ciple and the general principles of its government were 
determined. The plan adopted will contribute to the con- 
tinued development of Trieste as a port and a commercial 
metropolis to serve, not alone Yugoslavia, but Austria, 
Czechoslovakia, Hungary and Danubian territories. To have 
awarded Trieste to either Italy or Yugoslavia would probably 
have precipitated a continuous political and racial agitation 
with accompanying bitterness and danger to the peace of that 
area. 

It is the belief of the American delegation that the solution 
adopted is best for the future welfare of Trieste and its people 
and will contribute to the welfare of the world in preventing 
bitter and provocative controversy that might result in blood- 
shed and war. The placing of responsibility for the selection 
of the governor and for guaranteeing the protection and se- 
curity of Trieste upon the Security Council of the United 
Nations will add greatly to the prestige and power of the 
United Nations. It will afford thé Security Council a splendid 
opportunity to demonstrate its high functions of preserving 
the peace and in vetoing war before it engulfs innocent peo- 
ples in misery and blood. It will also enable the Security Coun- 
cil to work out and develop policies and methods with which 
it can deal with similarly troublesome and dangerous sit- 
uations. 

Final disposition of the Italian colonies—a problem that 
promised serious difficulty—was postponed on the suggestion 
of Secretary Byrnes. The Soviet Union abandoned its original 
claim for the trusteeship of territory in North Africa as a base 
for its merchant ships. Agreement was eventually reached upon 
a plan whereby final disposition of the colonies should be de- 
termined by the four principal Allied powers who were to 
take into account the desires and ultimate welfare of the 
people involved, as well as the situation of neighboring and 
other interested governments. If no agreement is reached by 
the four principal Allied governments within a year after the 
effective date of the treaty, they are obligated to accept the 
recommendations of the General Assembly of the United 
Nations as to the final disposition of the colonies. Here again 
is invoked the power of the United Nations. Again its prestige 
and its possibilities for high service are enhanced and strength- 
ened. The sanction of 51 nations is to approve and ordain 
international settlements in behalf of concord and peace. The 
crystallized public opinion of peace-loving nations of the 
world will impart dignity and respect and strength to such 
settlements. 

The Dodecanese Islands were returned to Greece. The 
Soviet Union relinquished its claim for a base in the Islands. 
It was also provided that they should be demilitarized. 

Slight rectifications of the French and Italian boundaries 
were also provided for in the Briga and Tenda districts. Stra- 
tegic considerations were the primary purpose in these adjust- 
ments. However, the rights of Italy with respect to the water 
power and electric resources were fully protected and guar- 
anteed. 

There was no change made in the boundary between Austria 
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ent status. 

The Soviet Union made a claim for reparations against Italy 
in the sum of 100 million dollars. While it was agreed that 
such reparations should be granted, there was sharp division 
of views respecting the sources from which they should be 
derived. It was finally agreed that Italian external assets, to- 
gether with war plants not needed nor required for civilian 
production, should be applied to reparations. Russia urged 
that the balance should be paid from current Italian produc- 
tion. Upon United States insistence, it was provided, however, 
that Russia should supply to Italy the raw materials from 
which such production was to be manufactured, on commer- 
cial terms, and that the value of such raw materials should be 
deducted from the price of the finished products when de- 
livered to Russia. It was further understood that such repara- 
tions should be extended over a period of seven years with an 
initial moratorium of two years in the interest of the rehabili- 
tation and reconstruction of Italy. The United States was suc- 
cessful in its views with respect to this controversy. 

The size of the Italian Navy was limited and the warships 
above the allowed limit were awarded to the four principal 
Allied nations for allocation. 

The Council reached no agreement with regard to the Ger- 
man and Austrian questions. However, exhaustive discussion 
of the problems which took place was not without value. A 
better understanding of the various aspects of the questions 
with which the Council will be required to struggle at a later 
date was made clear. | 

Secretary Byrnes submitted the draft of a treaty providing 
for the demilitarization and disarmament of Germany for a 
period of 25 years. Complaint was made by the Soviets that 
the proposals were inadequate and that the treaty did not 
provide for reparations for Russia. There were conflicting 
claims by the Soviets on the one hand that they had reports 
that in the British zone disarmament of the military forces had 
not been accomplished. On the other hand, the representative 
of Great Britain advised that he had reports that in the Soviet 
zone German war plants were being operated. Secretary 
Byrnes strongly urged that the Control Commission investigate 
all of these reports, but no agreement was reached. 

It was then proposed by the Soviets that a special session 
of the Council on the German problem be held. Secretary 
Byrnes agreed and urged the setting of a definite date and the 
appointment of deputies to begin a study of the German ques- 
tion in order to ascertain the points of disagreement. It is likely 
that such a meeting of the Ministers will be held later in the 

ear. 

f Some of the issues involved in the German settlement are 
the Saar Basin, claimed by France, and the control and regula- 
tion of industry in the Ruhr. The Soviets also demanded 10 
billions of dollars in reparations from Germany. It had been 
determined at Potsdam that Germany was to be administered 
as an economic whole. But in fact, under the present arrange- 
ment providing for four-power control, this plan is not being 
so administered. The present lack of co-operation among the 
four powers is not contributing to the reconstruction or the 
recovery of commerce and industry in Germany. It was not 
possible to reach an agreement for the rectification of this 
situation. However, Secretary Byrnes gave notice that the 
United States would co-operate with any one or more of the 
occupied zones as an economic unit and that such arrangement 
would be open on equal terms to the governments of the other 
zones. This proposal was intended to promote the rehabilita- 
tion of industry and the revival of normal commerce and busi- 
ness in Germany. The action of Secretary Byrnes is to be 
highly commended and I feel certain will secure substantial 
results. 

In the case of Austria, Secretary Byrnes advanced a pro- 
posed draft treaty recognizing the independence of Austria 





and Italy as it affects the South Tyrol. This territory has | 
been under Italian jurisdiction since World War I and itt § 
was regarded as inadvisable to make any change in its pres. @ 
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a and directing the withdrawal of occupying armies. The Soviets 
@ submitted a counterproposition with regard to the de-Nazifica- 
-@ tion of Austria and introduced the claim that a large number 

















of displaced persons in Austria should be removed. Unfortu- 
nately, no progress was made with respect to Austria and 
the problem will await further action by the Council of For- 
eign Ministers. 

The peace treaties with the five nations provide that armies 
of occupation must be withdrawn from the respective terri- 
tories 90 days after the ratification of the treaties, except 
where troops are necessary to protect a line of communica- 
tions. This was particularly desirable to Austria. If the armies 
could be withdrawn from Austria, there would be no necessity 
for the maintenance of troops and communication lines in 
other countries. It was the objective of Secretary Byrnes to 
remove such armies of occupation at the earliest possible 
moment so that the people of these nations might devote 
their energies to the rebuilding of their industry and commerce 
and agriculture. It was further hoped that they might devote 
themselves to the reform of their governments and the estab- 
lishment of free institutions. 

Whatever success we may have had at Paris, we must 


‘remember that the 21-nation Conference will be only one 


step down the long and rocky road to a final peace. Above all, 
we must never lose sight of the fact that Germany remains far 


’ and away the most important single element in the peace set- 


tlement. Thus far we have merely skirted the edges of Europe’s 
major peace problem. 

A number of other questions upon which agreement was 
reached must also be submitted to the Peace Conference to 
receive approval or rejection and appropriate recommenda- 
tions to the Council by the Conference. It is possible that the 
Council of Foreign Ministers wil] meet either contemporane- 
ously with the Peace Conference or shortly thereafter to re- 
ceive the recommendations of the Conference and to make 
final draft of the treaties for submission to the various govern- 
ments for their signature and ratification. These processes may 
seem long and intricate. However, they possess valuable 
qualities. Through the interchange of views among the 
Foreign Ministers and at the Peace Conference, every 
phase of these difficult problems is illuminated and discussed. 
It makes for better understanding and contributes toward 
agreement on the problems that vex so many nations of the 
world ... 

The Council of Foreign Ministers has traveled a hard road. 
Representing the nations which played the dominant part in 
the war and upon whose resources the world must depend for 
the maintenance of peace, they had at the same time to 
mediate among the conflicting claims of the nations affected 
by any settlement and to make that settlement just and fair 
in the interests of world peace and security. Europe was still 
torn by hunger and strife and some of the countries had no 
representative government. A beginning at peacemaking had 
to be made wherever it could be made. 

The United States delegation will pursue the consideration 
by the Peace Conference of all the issues coming before that 
body and aid in their adjustment. We shall co-operate in the 
Council of Foreign Ministers in drafting the final treaties and 
submitting them to the interested states for their signature 
and ratification. . 

We shall then undertake to aid in the solution of the Aus- 
trian and German problems with the complex and difficult 
questions jnvolved. We want to see the state of war brought 
to an end. We want the peoples even of the enemy states to 


_ have an opportunity to rebuild their shattered fortunes and to 


restorg their economy. We want to take arms out of their hands 
and replace them with implements and tools of industry and 
agriculture. We want to drive from their minds dreams of 
aggression and conquest and turn them to the adoption of free 
and democratic institutions and to respect for the rights of 
other nations and their peoples. 

We do not want to impose cruel and brutal terms of peace 





but we mean to impose terms that shall mean real and endur- 
ing peace and the extirpation of armed aggression. 

At the meetings in Paris the views of the United States were 
respected and given recognition. The other powers were con- 
vinced that the United States was serving no selfish purpose. 
They were aware that the United States was demanding no 
territories; that it was demanding no reparations; that, it was 
seeking the peace c* -he world and peace alone. This knowl- 
edge gave an eloqus=: and convincing appeal to the voice of 
the Secretary of S:a:s as he advanced the views of the 
United States. 

The representatives or the other three governments knew 
that the United States had made the most tremendous finan- 
cial sacrifices of all the Allied powers in waging the war against 
the Axis. They knew that the United States had generously, 
through Lend-Lease, sent arms, food, and supplies to the 
Allied armies. They knew of the huge armies which the 
United States had raised, armed, equipped and sent across the 
seas to wage war against the minions of aggression and con- 
quest. They knew how the United States had spanned the 
oceans and sent its heroic fighting men from the far-flung 
Pacific to Europe, Africa, and the Middle East. They knew 
that these tremendous exertions, that these sacrifices greater 
than had ever been made in the history of warfare, were ex- 
pended solely in the interest of world peace and the suppres- 
sicn of armed aggression and conquest, over the innocent and 
peace-loving peoples of the earth. They knew that we had sent 
hundreds of millions of dollars for food and relief in Europe 
and that many other millions will follow. The other nations 
know that the United States believes that Europe’s recovery 
is necessary for the welfare of the world. They know that we 
do not believe this is any time for the assessment of monstrous 
and crushing reparations. 

The fact that the program of the United States is not tinged 
with political partisanship gives us strength in the councils of 
the nations. The happy situation that our people are not di- 
vided on international issues by narrow and selfish partisanship 
drowns any hope among foreign interests that through di- 
vision and schism our people can be weakened or undermined. 
This was made abundantly apparent at the Paris Conference. 
Entire and complete unity made unassailable the American 
position... 

In my opinion no other responsible nation wants war. It 
will be remembered that Generalissimo Stalin and other Rus- 
sian leaders have proclaimed that Russia stands back of the 
United Nations Charter. It will be remembered that the Soviet 
Ambassador said in Washington on July 2, that “there is no 
basis whatever for war” between Russia and the United States, 
and that the Soviet Union “will never start a war against the 
United States or any one else.” Similar expressions of peaceful 
intent have been uttered by the leaders of Britain, France, 
China and other nations. 

So long as the great powers co-operate in support of the 
Charter, so long as they recognize and respect the rights of 
each other,’so long will there be peace. Our purpose shall 
be to quicken and stimulate good relationships between the 
great powers of the earth, that their people and our people 
may enjoy the blessings of their respective systems of govern- 
ment and that their happiness and welfare may be promoted. 
These lofty aims can be attained only by mutual confidence, 
mutual respect and mutual trust... 

Mr. President, as I contemplate the growing power and 
majesty of the United Nations supported by the solemn com- 
pact of 51 nations that they “shall settle their international 
disputes by peaceful means’; when I remember that the great 
powers as well as the small states have pledged their national 
honor and faith to the solemn provisions of the Charter; when 
I reflect upon the progress toward peace made by the Council 
of Foreign Ministers, I am happy to believe that today we 
may look into the years with the satisfaction of knowing that 
the cause of peace—world peace—is a rising and not a set- 
ting sun. 
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U.S. Experts Favor 
Limit on U.N. Veto 


Secretary of State Byrnes is far 
from satisfied with the peace treaties 
put up to the 21-nation conference. 
He and his colleagues are particularly 
unhappy about the Trieste settlement 
worked out by the Foreign Ministers. 
At Paris, it was touch and go for a 
while whether to accept the Trieste 
plan or send the whole question of 
the Italian treaty to the United Na- 
tions Assembly in September. The 
compromise settlement finally was 
agreed to because it had become clear 
that nothing effective could be done 
by the U.N. 


oo 90 


Despite Molotov’s public stand for 
a centralized Germany, it will be three 
years, possibly four, before the Rus- 
sians will be willing to see the coun- 
try united. Russia now is granting spe- 
cial privileges to German industrial- 
ists who join the Communist Party 
and is planning collective farms to 
help German farmers. Soviet experts 
believe it will be a minimum of three 
years before this program to woo 
Germans reaches the point where Rus- 
sia can feel reasonably sure of a cen- 
tralized German Government friendly 
to the Soviet. 


oo 98 


Australia’s Herbert V. Evatt may 
get some unexpected support from 
the United States when he opens his 
campaign in the United Nations to 
restrict the use of the Big-Power veto. 
U.S. experts are beginning to feel 
that an arrangement should be made 
to set out specific terms on which the 
veto may and may not be used. 


oo («8 


The question of United Nations 
trusteeships undoubtedly will arise at 
the September meeting of the U.N. 
Assembly. It is a matter packed with 
trouble. Australia and New Zealand 


British Plan To End 
Bread Rationing Soon 


have plans for the Pacific islands. Brit- 
ain, France and Belgium are at work 
on resolutions dealing with mandates 
in Africa. The U.S. is deeply involved 
in the whole subject. There is small 
likelihood now of prompt or complete 
agreement on the trusteeships. 


o oO 98 


Look for the end of Britain’s new 
bread rationing program in a few 
weeks. The unexpected opposition to 
rationing developed such strength the 
Government is making plans to re- 
move the restrictions much sooner 
than originally planned. 


o 0 90 


Lieut. Gen. Lucius D. Clay is to 
become more and more the official 
U.S. spokesman on the occupation 
of Germany. Tendency in the State 
Department is to let Clay do the talk- 
ing on German questions that touch 
U.S. relations with Russia or any of 
the other occupying powers. 


o 0 9 


While the United States has been 
conducting widely publicized Arctic 
expeditions, Russia has been quietly 
probing deeper and deeper beyond 
the Arctic Circle. An extensive network 
of weather stations has been estab- 
lished across Russia’s northern border. 


o 98 Oo 


Argentina quietly is campaigning 
to spread her military influence into 
other Latin-American Republics. Sev- 
eral countries have been invited to 
send officers to the Argentine staff 
college. Acceptances have come from 
Paraguay, Peru, Bolivia, Mexico, El 
Salvador, Honduras, the Dominican 
Republic and Ecuador. 


Argentina Spreading: 
Her Military Influence’ 


U.S. military leaders are concerned | 
over the slow progress being made in 
efforts to obtain overseas bases re- 
garded as essential to national de- 
fense. State Department policy has 
been to let negotiations for the bases | 
wait until political conditions clear | 
up in various countries. Now that the 
election is over, Iceland may make 
some concessions, but probably they 
will be limited to permitting the U. S. 
to use installations there only to help 
supply and maintain occupation 
troops in Europe. The same sort of | 
an arrangement may develop in the 
Azores. 


oo °oO 


Communist parties in France, Ar- 
gentina and a number of other coun- 
tries have received instructions from 
Moscow to revive propaganda agita- 
tion favoring the transfer of Turkey’s 
northeastern territory to Soviet Ar- 
menia. The new drive coincides with 
a Moscow radio campaign against the 
Turkish Government. : 


oo Oo 


The British are not pleased at the 
expensive prospect of remaining in 
charge of Italy’s North Africa colonies 
for another year or two. It is proving 
extremely costly, and Britain regards 
the money as a questionable invest- 
ment, since ultimately she may have 
to share with other countries whatever 
advantages result therefrom. 


o 0 9 


Secretary of State Byrnes’s insist- 
ence that the defense of Trieste be 
made a responsibility of the United 
Nations may end the long delay in 
establishing a U.N. military force. 
The U.S. wants faster action. Byrnes 
well understands that, in the Trieste © 
situation, he has established a new 
concept of the use of U.N. forces, 


when and if they become available. 
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“No Nation 
Can Live Alone” 


Eugene Meyer, President of the International Bank, said: 


“No nation has a greater interest in world stability than the United 
States of America .... No nation can live alone in this new world 
of even greater speed of communication and transportation .. . 
The worst part of the depression of 1931-1932 followed the impair- 
ment of international trade due to instability of foreign currencies.” 


Top Management men, being essentially world-minded, 
are entirely aware that “no nation can live alone.” That's 
why WORLD REPORT is being snowed under with 
top-management subscriptions. In WORLD REPORT 
only can Management keep posted quickly and conven- 
iently on how world trends are shaping in the important 
centers of world trade. 
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Everybody 
knows him... 


Early or late, he’s a familiar 
figure to every policeman 
on the street—he’s the Doctor 
—he’s on an emergency call! 





e A Doctor’s life isn’t his own 
to live as he chooses. There 
are interrupted holidays and 
vacations and nights of 
broken sleep. Emergencies re- 
quire his presence for long, 
exacting hours... with some- 
where a pause and perhaps 
the pleasure of a cigarette. 
Then back to his job of serv- 
ing the lives of others. 
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